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PREFATORY NOTE TO THE FIRST EDITION. 


The statutory provisions relating to income-tax are 
contained in Parts I and II of this Manual. Part I 
contains the Income-tax Act and the relevant portion of 
the Finance Act, and Part II contains the rules made 
under the Act. 

Part III contains instructions and notes designed to 
assist income-tax authorities in the determination of 
questions which are bound to arise in assessments under 
the new Act. These instructions and notes have no 
statutory force but income-tax authorities should conduct 
assessments in accordance with them until they are 
cancelled or amended, unless in any particular instance the 
Income-tax Commissioner should desire to suspend action 
on any particular instruction pending a representation to 
the Board of Inland Revenue. 

* * * * * 

In the marginal references “R” means a rule in Part 
II, “S” a section of the Act in Part I, and “P— a 
paragraph in Part III of the Manual. 

Simla; ^ G. G. SIM, 

C Member^ 

The 10th Afril 1922, ) Board of Inland Revenue. 




TABLE OF CONTENTS. 


Part I. 

THE IHHIAH INCOME-TAX ACT, 1922. 

Preamble. 

Sections. Page.. 

1. Short title, extent nnd commencement .... 1 

2. Definitions 1- 


CHAPTEH I. 

Charge of Income-tax. 

3. Charge of income-tax ....... ^ 

4. Application of Act ....... 4 :^ 


CHAPTEPv II. 

Income-tax Aethorities. 

5. Income-tax authorities ...... 6> 


CHAPTER III. 

Taxable Ixcome. 

6. Heads of income chargeable to income-tax . . . & 

7. Salaries ......... S'- 

8. Interest on securities ....... 8’ 

9. Property ......... 8- 

' 10. Business ......... 11; 

11. Professional earnings ....... 14- 

12. Other sources ........ 14- 

13. Method of accounting ....... 16- 

14. Exemptions of a general nature ..... 16- 

15. Exemption in the case of life insurances ... 15- 

16. Exemptions and exclusions in determining the total 

income ........ 16 

17. Reduction of tax wheu margin above a certain limit 

is small ........ 


16 



11 


CHAPTER IV. 

AND AsSESSarJSNT. 

OECTIONS. 

18. Payment by deduction at source ..... 
10. Payment in other cases 

19- A. Supply of infornwtion regarding dividends . 

20. Certificate by compnn}' to shareholders receiving dividends 

20- A. Supply of information regarding interest 

21. Annual return ...... 

22. Return of income . . . . ' . 

23. Assessment ....... 

23*A. Power to assess individual n*etabers of certain firms 
associations and companies 

24. Set-oil of loss in computing aggregate income • 

24-A. Assessment in case of departure from British India 

24- B. Tax of deceased person payable by representative 

25. Assessment in case of discontinued business . 

25- A. Assessment after partition .of a Hindu undivided 

family ....... 

2G(1). Change in constitution of a firm . 

2G(2). Change of ownership of business . 

26- A. Procedure in registration of firms . 

27. Cancellation of assessment when cause is shown 

28. Penalty for concealment of income or improper dis 

tribution of profits ..... 

29. Notice of demand ..... 

30. Appeal against assessment under this Act 

31. Hearing of appeal ..... 

32. Appeals against orders of Assistant Commissioner 

33. Power of review ...... 

33-A. Reference to Board of Referees 

34. Income escaping assessment .... 

35. Rectification of mistake .... 

36. Tax to be calculated to nearest anna 

37. Power to take evidence on oath, etc. 

38. Power to call for information 

39. Power to inspect the register of members of tiny company 

CHAPTER V. 

Liability ur Sbecial Cases. 

40. Guardians, trustees and agents 

41. Courts of Wards, etc 


Page. 

16 

20 

20 

20 

20 

21 

21 

22 

23 

26 

26 

27 

28 

29 

30 
30 

30 

31 

31 

32 

32 

33 

34 

34 

35 

36 

36 

37 
37 

37 

38 


38 

39 



m 


'Sbotions. Page 

42. Non-residents ,39' 

43. Agents to include persons treated as such ... 40 

44. Liability in case of a discontinued firm or partnership. 40 

__ 

CHAPTER V-A. 

-SpEOIAL PeOVISIONS EEIiATINQ to certain classes oe shipping . 

■44-A. Liability to tax of occasional shipping .... 41 

44-B. Retmrn of profits and gains 41 

-44-C. Adjustment ........ 42 

CHAPTER VI. 

Recovery of Tax and Penalties, 

•45. Tax ivhen payable 
46. Mode and time of recover 3 ' . 

-47. Recover}’’ of penalties . 


CHAPTER Vn. 

Refunds. 

48. Refunds ......... 44 

48- A. General power to make refunds ..... 46 

49. Relief in respect of United Kingdom income-tax . . 46 

49- A. Power to sot off amount of refunds against tow remaining 

payable ^ ....... 47 

49 -B. Power of representative of deceased person or person 

disabled to make claim on his behalf ... 47 

50. Limitation of claims for refund ..... 48 

•60- A. Appeals against refusal of refund . • . . 48 


CHAPTER VIII. 

Offences and Penalties. 

-61. Failure to make payments or deliver returns or state- 
ments or allow inspection ..... 48 

-62. 'False statement in declaration ..... 49 

-63. Prosecution to be at instance of Assistant Commissioner 49 

-64. Disclosure of information by a public servant ... 60 


42 

42 

44 



IV 


chapter tx. 

Strpnn-TAX. 

SncTJoxs. 

55. Charco of «'ipor-tax . . . . 

55. Total inooiiio for ])nrpO' 0 T of siipor-tax . 
57. Xon-ro.'iflent partners and .slmreholdcr.s . 
5S. Applioation of Aft to sopor-tax 


Paqev 

51 
52- 

52 
52- 


CHAPTER IX-A. 

Specwl ^^.o\^9IOxs eelatixc. to cep-tatit classes of 
P nOVIDEXT Fekd. 


5S-.-\. Dofinitions ......... 53" 

5S-R. The according and udthdrawal of recognition . . 5A 

5S-C. Conditions to be .satisfied by a recognised provident 

fund ......... 65- 

5S-D. Power to relax restrictions of employer’s contributions 

in certain cases ....... 57 

5S-E. Annual accretion deemed to be income rcceive<J . . 57 

5S-F. Exemption of annual accretion from income-tax . . 57 

5S-G. Exemption of accumulated l)alanco from income-tax 

and super-tax ....... 5S 

5S-H. Deduction at source of income-tax payable on accumu- 
lated b.alances due ....... 59 

5S-I. Accounts of recognised provident funds . ... 59' 

5S-J. Treatment of balances in newly recognised provident 

funds o9 

5S-K. Treatment of fund transferred by employer to trustee 60 
5S-L. Provisions relating to rules ...... 61 

5S-M. Application of this Chapter ...... 62' 


CHAPTER X. 

]iIlSCELLANEOUS. 

59. Power to make rules .... 

60. Power to make exemptions, etc. 

61. Appearance by authorised representative 

62. Receipts to be given .... 

63. Service of notices .... 

64. Place of assessment .... 

65. Indemnity 


62' 

63- 
64 . 
64 
64. 

64- 

65- 



V 


Sections. P-aoe. 

G6. Stat-omcnt. of cn?e In* Commipptoncr to High Court 65' 

C6-A. Pvoferom'c to ho hcnnt hy Honohc? of High Courts nnd 

npponl to lie in ocrtnin cnscp to Privy Council . . 67 

67. Par of suits in Civil Court ...... 68 

67-A. Computat ion of periods of limitation .... 69 

GS. Pepoalcd . . . . . . . • • 67' 

Extract from Indian Pinauce Af't, 1031 ..... C9 

Patos of Income-tax .... .... 70 

Pates of Super-tax '<0 

Government Trading’^ Taxation Act, III of 192G. 7 3 

Part II. 

Indian Income-tax Pides, 1022 ...... 77 

Indian Income-tax (Provident Funds Pelief) Pulc.s made by 

the Governor General in Council ...... 128 

Finance Department (Central Pevenucs) Notification No. 10- 
Inconie-tax, dated the 15th March 1930 .... 132* 

Indian Income-tax (Provident Funds Pelief) Pules made hy 

the Central Board of Pevenue . . . . . .133 

Notification of the Central Board of Pevonuo, No. 35-Income- 
tax, dated the 12th July 1930 ...... 136 

Notification of the Central Board of Pcvemie, No. 24-Income- 

tax, dated the 7th May 1932 . . . . . . . 138- 

Part III. 


NOTES AND INSTRDXTIONS PEGAPDING THE INCOME-TAX 

LAW AND PULES. 

Paeas. 

1. Extent of the Act. ....... 141 

2. Definition of “ agricultural income ” . . . .142' 

3. Definition of “ assessee ” 146'-~- 

4. Definition of “ comp anj' ” . . . . . . 145- 

5. Trading operations of Indian States and Dominion 

Governments .146'- 

6. Definition of “ previous year ” ..... 146. -'- 

7. Definition of “ Principal Officer ” . . . . 149‘ 

8. Meaning of the term “ local authority ” \ . , 149-- 

9. Definition of “public servant” . . . . , ■ 14&.. 

10. Registered and Unregistered Firms . , , . 16(h 

11. Definition of “ total income ” . . , , , 16 21 ^ 



n 


IPaeas. 


Paob. 


12. Graduation of incomo-tax . 

13. Definition of ** Income ” 


152 ' 

153 


14. Accounting period to bo adopted for determining assess* 

able income 

■15. Wlicn income earned outside British India is taxable. . 154 


.16. Is interest on the sterling securities of the Government 
of India or on the sterling securities issued by English 
companies carrying on business in British India liable 
to Indian incometax ? 155 


’17. E.vemptions — Incomes excluded from “total income” . 156 

18. Exemptions — Incomes included in “ total income ” . 161 

19. Marginal relief 163 ^ 

20. Allowances in assessing profits of railway or tramway 

business 163 

21. Exemption of income derived from property held under 

a religious or charitable trust . * . . . 163 

22. Exemption of incomes of Local Authorities . . . 165 

23. Exemptions of provident funds . . 165 

24:. Exemption of “ recognised ” provident funds . , 165 

25. Recognition of provident funds and withdravral of re- 

cognition ........ ’167 

26. Conditions to bo satisfied by recognised provident funds. 167 

'27. Recognised provident funds of businesses with principal 

place out of India . . . . . . .170 

28. Interest on accumulated balances in recognised provident 

fnuds ......••* 170 


29. Interpretation of “ salary ” in relation to recognised 
provident funds 

'30_. Accounts of recognised provident funds 
■31. Treatment of a fund transferred by employer to trustees. 
32. Meaning of the word “securities” as used iu section 
4 (3) (iv) , , . • o • • • 

53. Perquisites or benefits not capable of conversion into 
money 

■54. Casual gains 

55. Income-tax Authorities .....* 
36. Salaries 

‘57. Salaries paid in India but outside British India . 

58. Salaries, etc., paid outside India . . . • • 

39. Interest on securities .,...*• 


170 - 

171 

171 

172 
172 

. 175 ^ 
176 

187 - 

188 
189 
189 



Paras. Page. 

•10. Property . 

■11. Property — Defmition of aiinnnl v.nlm' . . . • 

•12. Deduct ion'= .allowed m rt'spect of ]»ropt'rty . . • 

-13. Proof of expemliture whore deduction*^ arc claintod iti 
ro^ptvt of “ pretperty ” . . . . • • 

-14. Property — Tn'^urnnee deduct ion*^ . . . • • 

45. Property — “charge” 

♦IG. Property — Collection charge^ . . . . • ^9- 

•17. Property — Di\iuction‘< for tinrcidi-^'s! rent. . . • 

4S. PrOjierty — Allow.anr(' in respect of vaeanci.-c . . . 103 

40. Property — Limitation of total nllowattee? . • .191 

-50. Method of necountinc for n«-:''^-;in 2 ineoiiip, profita and 

gains under sections 10, 11 and 12 ... 191 

ol. Mctliod of nceotjtifine “ ro;’uiarly employed.” . . 19G 

52. Busines.s . . , . . . . . .19/ 

.53, Business (Jodiict ions — General . . . • .197 

51. Business dcxluotions — Irrecoverahle loans . . • 19S 

5.5. Allowuneo on neentmt of rent of husinoss premises . . 199 

5G. Allowaneos on account of repair.s of hnsiness preutise.s . 199 

57. Business — vVllow.ance in respect of borrowed capital . 200 

58. Business — Allowaneos in respect of insurance jireniia . 2ttl 

59. Allowances in rosjicet of depreciation .... 201 

50. Business — Obsolescence allowances .... 205 

Gl, Business — Allowanec on account of dead or useless animals 206 
G2. Allowance on account of rates or taxes. . . . 20G 

G3. Business — Allowance on account of bonus paid to oniployds 206 

64. aMiscellaneous business deductions .... 206 

65. Method of converting the net profits of sterling companies 

into rupee for the purposes of income-tax . . . 209 

66. Premia on issue of shares ...... 210 

67. Professional earnings — Deductions .... 210 

68. Income from “ other sources ” — Deductions . . . 210 

69. Deductions on account of taxes paid .... 211 

70. Taxation of a Hindu undivided family . . . 211 

71. Taxation of a firm ....... 212 

72. Taxation of associations of individuals . . . 214 

73. Exemptions on account of life insurance. . . . 214 

74. Tax deducted or collected at source to be included in 

217 


income 



Paeas. 


Page» 


75. Restriction ofincorae-tax where margin of income above 

a certain limit is small 

• • • • « 

76. Deduction of the tax at source . . . , , 

t ! . Deduction-at source of tax on salaries , 

78. Deduction at source of tax on “interest on securities”, 

79. Securities held by Indian States or by Ruling Princes and 

chiefs 

80. Deduction of tax from, interest other than interest on 

securities 

81. Deductions at source of tax on dividends declared by 

Join Stock Companies 

82. Certificate by a company to shareholders receiving 

dividends 


2I& 

219 

221 

222 - 

225 

228- 

228- 

230- 


83. Annual return of employes . . . . . 

84. Return of income bv* companies . ... . 

85. Return of income by persons other than companies 

86. Consequences of failure to furnish a return of income 

87. Consequence of false returns . . . . . 

88. Production of accounts ...... 

89. Evidence in assessment proceedings other than returns 

and accounts of assessee ..... 

90. Personal attendance of assessee ..... 

91. Assessment of Bogus Companies and Firms . 

92. Assessirent of temporary residents .... 

93. Assessment of deceased persons . . . . . 

94. Set-off of loss under one head of income against income 

under another head ...... 

95. FTew business 

96. Business closing down ...••• 

97. Change in the constitution of a firm .... 

98. Succession ......*• 

99. Orders of assessment 

99-A. Copies of Orders under .section 23A, 26, 27, 28, 32 or 33 - 

100. Notice of demand ...•••• 

101. Appeals to Assistant Commissioner 

102. Powers of Assistant Commissioner in dealing w't ^appeals 

103. Appeals to Commissioner . . • • 

103- A. Orders in appeal . . » . . • 

104. Commissioner’s power of revision . « . • 

104- A. References to Board of Referees 


232 
23 ? 

233 
2.34 
235 
236- 

237 

239 

239 

240 

240 

241 
243 
243 
243 

246 

247 
247 
247 

247 

248 

249 
2.50 

250 
250 



IX 


Fab AS. Page. 

105. Assossmeut of income which has escaped assessment in 

previous years . . . . . . .251 — 

lOG. Rectification of mistakes in assessments . . . 252 - 

107. Elimination of pies from assessment .... 252 

108. Income from properties or securities, etc., held under 

Trust ......... 252 

109. Income from business conducted by Trustees. . . 254 

110. non-residents — Income other than from business . 254 

111. non-residents — Income arising from business in India . 254 

112. Depreciation in assessing shipping companies . . . 259 

113. British Shipping Comjianies — ^Assessment of . -261 

114. Occasional shipping — (Tramp steamers, etc.) . . 262 

11-5. Method of recovery of the tax ..... 264 

116. Refunds of income-tax ...... 265 

117. General power to grant refunds ..... 269 

118. Refund in special cases ...... 269 

119. Set-off of refunds against tax due .... 270 

120. Relief from double income-tax of incomes taxed in Britisli 

India and the United Kingdom .... 270 

121. Relief from double tax of incomes taxed in British India 

and in the United Kingdom — Metliod of calculating 
relief in India ...... . 278 

122. Relief from double tax of incomes taxed in British India 

and the United Kingdom — Method of calculating 
relief in India where there are differenc es in comput- 
ing taxable incomes in the two countries . . 278 


323. Relief from double tax of incomes taxed in Britisli 

India and in the United Kingdom — Procedure for . 279 

124. Relief from double tax of incomes taxed in British 

India and in Indian States ..... 280 

125. Relief from double tax of incomes taxed in , British 

India and Ceylon . . . . . . .283 

126. Limitation of claims for refund ..... 288 

127. Appeals against refusal to grant refunds. . . , 289 

128. Prosecution for offences ...... 289 

129. Income-tax records to be kejit confidential , . . 289 

130. Super-tax '. . . . 290 

131. Deduction of super-tax at the source .... 291 

132. Super-tax — Deduction at source from dimdends of non- 

resident shareholders ...... 292 



X 


Paius. P40M, 

JSS. Ivnbs .295 

154. Pollef under sootiou 00 (2) . . , . . . S05 _ 

155, Composition imt permissiWo . . . . , . 294 

150. Assessment of ineon^o4ax on married women , . 294 

157. MethcKl of serving notices or r«|uisitions . . . 294 

15S. The determination of the Income-tax OfOcer by whom 

an assessment is to be made . . ' 294 

159. Peferenee to High Court 295 

140. Computation of periods of limitation .... 297 

141. Assessment of insurance eompav\ies , . . . 297 

142. liiability of instruments presented to or issiied by Income-' 

tax authorities to stamp-duty and court fees . 500 



PART 1. 

INCOME-TAX ACT, 1922 
(XI OF 1922). 




• ACT No. XI OF 1922, as subsequently amended. 

An Act to consolidate obnd amend the law relntina to 
Income-taw and Sttper-taw. 

Whereas it is expedient to consolidate and amend the 
law relating to Income-tax and Super-tax; It is hereby 
enacted as follows : — 

1. (l) This Act may be called the Indian Income-tax 

Short title, extent 1922. 

and commencement. ’ 

(3) It extends to the whole of British India, including P. l 
British Baluchistan and the Sonthal Pavganas, and 
applies also, within the dominions of Pnnces and Chiefs 
in India in alliance with His Majesty, to British subjects 
in those dominions who are in the service of the Govern- 
ment of India or of a local authority established in the 
exercise of the powers of the Governor General in Council 
in that behalf, and to all other servants of His Majesty 
in those dominions. 

{3) It shall come into force on the first day of April, 
1922. 

2. In this Act, iinle.ss there is anything repugnant in 

Definitions. the SUbjcct Or COUtCXt, — 

{1) ‘ 'agricultural income” means — P. 2 

(a) any rent or revenue derived fi’om land which is 

used for agricultural purposes, and is either 
assessed to land-revenue in British India or' 
subject to a local rate assessed and collected 
bv officers of Government as such; 

(b) any income derived from such land by — 

(i) agriculture, or 

(ii) the performance by a cultivator or receiver of 
rent-in-kind of any process ordinarily em- 
ployed by a cultivator or receiver of rent-in- 
Idnd. to render the produce raised or received 
by him fit to be taken to market, or 

(in) the sale by a cultivator or receiver of rent-in- 
kind of the produce raised or received by 
him, in resjject of which no process has been 
performed other than a process of the nature 
described in sub-clause (ii) ; 
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P. 3. 


P. U. 


P. 4. 


(n) nny mcnmc derived from any building owned and 
occupied })y Die i-eceivor of tlie rent or revenue 
of any sueli land, or occnpb'ed by the cultiva- 
joi\ or the receiver of ]’ent-in-kind, of any 
land wiMi respect to whicli, or the produce of 
vhicli, any operation mentioned in sub-clauses 
(//) and (iii) of clause (Z>) is carried on : 

Provided (lint the building is on or in the immediate 
vicinity of the land, and is a building which the receiver 
of the rent or I’ovejiue or the cultivator or the receiver of 
the rent-in-kind by reason of his connection with the 
land, requires as a dwelling-house, or as a store-house, or 
other out-building; 

(i?) “'nssessec” means a person by whom Income-tax 
is payable; 

(5) ''Assistant Commissioner’* means a person ap- 
pointed to be an Assistant Commissioner of Income-tax 
under section 5; 

(4) "business’’ includes any trade, comnmrce, or 
manufacture or any adventure or concern in the nature of 
trade, commerce or manufacture ; 

"The Central Board of Revenue” means the 
Central Board of Revenue constituted under the Central 
Board of Revenue Act, 1924; 

(5) "Commissioner” means a person appointed to be 
a Commissioner of Income-tax under section 5; 

(6) "company” means a company as defined in the 
Indian Companias Act, 1913. or formed in jDursuance of 
an. Act of Parliament or of Royal Charter or Letters 
Patent, or of an Act of the -Legislature of a British 
possession, and includes any foreign association carrjdng 
on business in British India whether incorporated or not, 
and whether its principal place of business is situated in 
British India or not, which the i Central Board of Reve- 
nue may, by general or special order, declare to be a 
company for the purposes of this Act; 


•This clause was inserted by the Central Board of Eevenue Act, 1924 (IV 
of 1924). 

f Amended by the Central Board of Revenue Act, 1924 (IV of 1924). 
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IX of 1872. 


*(6.4) “firm”, “partner” and “partnership” have 
the same meanings respectively as in tlie Indian Contract 
Act, 1872; and 

(7) “Income-tax Oflicer” means a person appointed 
to be an Income-tax Officer under section 5 ; 


(S) “Magistrate” means a Presidency Magistrate or 
a Magistrate of the first class, or a Magistrate of the 
second class specially empowered by the Local Government 
to tiy offences against this Act; 

(9) “j^erson” includes a Hindu undivided family; 

(10) “prescribed” means prescribed by rules made 
under this Act; 


(11) “Previous year” means — 

(a) the twelve months ending on the 31st day of 
March next preceding the year for which the 
assessment is to be made, or, if the accounts of 


P. 


6 . 


the assessee have been made up to a date 
within the said twelve months in respect of a 
year ending on any date other than the said 
31st day of March, then at the option of the 
assessee the year ending on tlie day to which 
his accounts have so been made up : 

Provided than, if this option has once been exer- 
cised by the assessee, it shall not again be 
exercised so as to vary the meaning of the 
expression “previous year” as then appli- 
cable to such assessee except with the -consent 
of the Income-tax Officer and upon such condi- 
tions as he may think fit; or 
(&) in the case of any person, business or company, 
or class of person, business or company, such 
period as may be determined by the Central 
Board of Revenue or by such authority as the 
Board may authorise in this behalf. 

(12) “principal officer” .used with reference to a local P, 7, 8. 
authority or a company or any other public body or anyt 
association, means — 


(a) the secretary, treasurer, manager or agent of the 
authority, company, body or association, or 


*lnserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930). 
N.B . — The definitions of -‘firm” and “partnership” in the Indian Contract 
Act, 1872, have been replaced by the Indian Partnership Act, 1932 (IX of 1932) ; 
but the definitions in the latter Act are effective ovfing to the operation of 
section 8 of the General Clauses Act, 1897 (X of 1897). 

tAmended by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924). 


T> O 
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P. 9. 

P. 10. 
B. 2-6. 

P. 11. 


P. 10. 


(h) any person connected Tvitji the authority, com- 
pany, body or association upon whom the 
Income-tax Officer has served a notice of his 
intention of treating him as the principal 
officer thereof; 

(IS) '‘'public servant'-' has the same meaning as in the^^°^^^®° 
Indian Penal Code: 

(l^) ^"regisiered firm" means a firm registered under 
the provisions of section 26-A: 

(Id) ‘''total income'" means total amoimt of income, 
profits and gains from all sources to which this Act 
applies computed in the manner laid down in section 16: 
and 

(idl '‘unregistered firm" means a firm which is not a 
reiristered firm. 

■w 


CHAPTEP. I. 

Charge of Ikco:me-t.ax. 

2, 6, 3 ^ '\^’here any Act of the Indian Legislature enacts 

11, income-tax shall be charged for anv 

T 5 14 Chnr-i? o: ir.co'.ar-TAX. , 

io, X-, - Qj. rates applicable 

to the total income of an assessee. tax at the rate or those 
rates shall be charged for that vear in accordance with, 
and subject to the provisions cf. this Act in respect of all 
income, profits and gains of the previous year of every 

undin’dcd /utij/Zy, comparn^, firm and 
otncr assoriatwn of individuals. t 

. IS, 15. -• Save as liereinafter provided, this Act shall 

*115^ . applv to all income, profits or gains, as 

aescribed or comprised in section 5, 
from whatever source derived, accruing or arising, or 
received in British India or deemed under the provisions 


■'■An:5:';deS ty tlio Iiidiar! Inoome-tris (Atnendment) Act. 1S30, (XXI of 19S01, 
”Ar.:tr:dod or 'Fo Indian Inoomo-iax (Arncndmeni') Act, 1524 (XI of 2924'. 
iXoTK, — ^Thr nraendn'-cnts r.wds in Sections 3, 55 snd 55 of tlie Act by 
the Indian Inccrne-tnct (Amendmtnjtl Act, 1924 (XI of 1924) sinnll bare enect 
&5 if flicy bad been made on ibe iirst day of April, 1S25. and incDnie-ian and 
mv'sn-'t.an snail be deemed t-o bare been chargeable for fbe year commencing 
cn' tbiar d.a:e and to be rinargcable for the year comrnendng cn the first d.oy 
cif April, 192-5, at tl:e rate or r.at-cs nppFcable for those ye.'irs to tl-sa total income 
of an indiridnal. in resp-cct of riie income, profits and g'.'iins and of the totrJ 
income, resp-cctively. of every Association of individnals for Tvhich no ^rate oi 
tax h-as been ctherTrise laid dor-n by la-jr. 


0 


of this Act to accrue, or arise, or to be received in British 
India. 

{2) iincome, profits and gains accruing or arising 
without British India to a person resident in British 
India* shall, if they are received in or hroiight into British 
India, he deemed to have accrued, or arisen in British 
India and. to he iincome, profits and gains of the year in 
which they are so received or hrought, notwithstanding 

tlie fact that they did not so accrue or arise in that year. § 

* * * * 

IProdided that nothing contained in this suh-section 
shall apply to any income, 2^cofits or gains so accruing or 
arising prior to the 1st day of April 1933, unless they are 
income, pirofits or gains of a hiisiness and. are received in 
or hrought into British India ivithin three years of the 
e7id of the year in which they accrued or arose: 

iProvided further that nothing in this suh-section 
shall ap>ply to income from agriculture arising or accru- 
ing in a State in India from land for xohich any annual 
payment in money or in kind is made to the State. 

Explanation. — income, profits or gains accruing or 
arising without British India shall not be deemed to be 
received or brought into British India within the mean- 
ing of this sub-section by reason only of the fact that they 
are taken into account in the balance sheet prepared in 
British India. 

(5) This Act shall not apply to the following classes of p. 33 ^ 
income : — 78. 

{i) Any income derived from property held under p. 21. 
trust or other legal obligation wholly for re- 
ligious or charitable purposes, and in the 
case of property so held in part only for such 
purposes, the income applied, or finally set 

.P<z< 7 e 5 — 

In the last two lines in the footnotes for “ (XII of 1923) ” substitute “ (XII 
of 1933)”. . •; 

‘ ' (Correctioii List No. 2.) 

*Amended by the Indian Income-tax {Further Amendment) Act, 1923 (XXVII 
of 1923). 

' +Amended by the Indian Income-tax (Amendment) Act, 1933 (XII of 19^). 

§Eepealed by the Indian Income-tax (Amendment) Act, 1933 (XII of 19g3). 
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G 




P.23. 


nn 

OO. 


P. 2. 

24. 


(iii) The income of local authorities. 

(ir) Interest on .securities which are held by, or are 
tlm property of. any Provident Fund to 
which the Provident Funds Act, 1897,^^0^1897 

apnlies.t =>'=•■- 

(r) Anv capital sum received in commutation of 
the whole or a portion of a pension, or in 
the nature of consolidated compensation for 
death or injuries, or in payment of any insur- 
ance policy, or as the accumulated balance at 
the credit of a sub.scriber to any such Provi- 
dent Fund. 

(r/) Any special allowance, benefit or perquisite 
specifically granted to meet expenses wholly 
and necessarily incurred in the performance 
of the duties of an ofiice or emplojnnent of 
profit. 

(rzf) Any receipts not being receipts arising from 
business or the e.xercise of a profession, 
vocation or occupation, which are of a casual 
and non-recurring nature, or are not by way 
of addition to the remimeration of an 
employe. 

Asriciiltural income. 

Any income received by trustees on behalf of a 
recognised provident fund as defined in 
clause (n) of section 5S-A. 

In this sub-section “charitable purpose"'’ includes re- 
lief of the poor, e<Iucation. medical relief, and the ad- 
vancement of any other object of general public utility. 


(riff) 

^(z>) 


CHAPTEE II. 

Income-tax Authorities. 

P. 85. (-Z) There shall be the following classes of Income- 

tax authorities for the purposes of this 

Income-tax authorities. namely.— 

(а) the Central Board of Eevenue, 

(б) Commissioners of Income-tax. 



{XII of 1929). 
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(c) Assistant. Commissioners of Income-tax, and 

(d) Income-tax Officers. 

-j- * -y.- 

i(5) The Governo?’ General in Council may ap'point a 
Commissioner of Tncome-taw for any area- specified in the 
order of appointment. 

{Jf) Assistant Commissioners of Income-tax and 
Income-tax OHicers shall, subject to the control of the 
Governor General in Council, be appointed by the 
Commissioner of Income-tax by order in writing. They 
shall perform their functions \in respect of such persons 
or classes of persons and of such incomes or classes of 
income and in respect of such areas as the Commissioner 
of Income-tax may dircctU and. where two or more 
Assistant Commissioners of J ncome-tax or Income-tax 
Officers have been appointed, for the same area, in 
accordance with any orders 'which the Commissioner of 
Income-tax may mahe for the distribution and- allocation 
of the work to be performed. The Commissioner may, 
by general or sjiecial order in writing, direct that the 
powers conferred on the Income-tax Officer and the 
Assistant Commissioner by or under this Act shall, ^ in 
respect of an}’' specified case or class of cases, be exercised 
by the Assistant Commissioner and the Commissioner, 
respectively, and, for the purposes of any case in respect 
of which such order applies, references in this Act or in 
any rules made hereunder to the Income-tax Officer and 
the Assistant Commissioner shall be deemed to be "refer- 
ences to the Assistant Commissioner and the Commis- 


sioner, respectively. 

(5) The Central Board of Eevenuc may, by notification 
in the Gazette of India, appoint. Coinmissioners of 
Income-tax, Assistant Commissioners ot Income-tax and 
Income-tax Officers to perform such functions in respect of 
such classes of persons or such classes of income,^ and for 
such area, as W >^0 specified in Uio ivolificntion, and 

'^I™ende“ly tho Indian Inco.nn-to (Snend -Act. 1955 (XTIII 

“Sirtrf by thn Indian Inaomciaic (Second An.ond.ncnt) Act, 1955 (XT. . 
of 1933J. ' 
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Uici'ciipoii Uic fnncUons so specified shall cease, within 

' ccinid" ' ''"T’ P^/o'-med, in respect of the 

spea/icd elnsses of persons or classes of income, by the 

auMioi’il.ic.s appointed under sub-sections (3) and {4). 

(/;) Assistaiit Commissioners of Income-tax and 
Jncomc-tax Officers appointed under sub-section U) 
siiall. for tlio purposes of t])is Act, be subordinate to the 
Coiminssjoncr of Income-tax appointed under sub-section 
Joi' tiic in wJiich they perform tlieir functions 


CHAPTER III. 


Taxable Income. 


;p. 13. 


6. Save as ot}ler^yise provided by this Act, the follow- 
ing heads of income, j^i'oiits and gains, 
of inoomo s}|,q,]i ciiai'geabie to income-tax in 

clinrfrcnblo to .i i • o. 

incorna-inx. the manner hereinafter appearing, 

namely : — 


(?) Salaries. 

(/?) Interest on securities. 

(m) Property. 

(??;) Business. 

(i;) Professional earnings. 

(rz) Other sources. 

IP. 33, 34, 7. (i) The tax shall be payable by an assessee under 

36. . ^ the head ‘"salaries” in respect of any 

Snianos. Salary or wages, any annuity, pension 

or gratuity, and any fees, commissions, perquisites or 
profits received by him in lieu of, or in addition to, any 
salary or wages, which are paid b}'' or on behalf of Gov- 
ernment, a local authority, a company, or any other public 
body or association, or by- or on behalf of anj^ private 
employer : 

f Ecoplanation . — The right of a person to occupy free 
of rent as a place of residence any pre mises provided by 

^Amended by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
tlnserted by the Indian Income-tax (Amendment) Act, 1923 (XV of 1923). 
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hi? einplovcr is a j^crquisite for tlie ])nrposes of this sub- 
section : 


Provided that llic tax sliall not, ho pnyalde in respect p. H, 73. 
of any sum dcduelod under the authority of Government 
from tlie salary of any individual for the purpose of 
securing to him a deferred annuity or of making provision 
for his wife or children, provided that the sum so deducted 
shall not exceed one-sixth of the salary. 


{2) Any income which would lie chargeable under this P. 1, 15, 
head if paid in British India .shall be deemed to be so 37. 
chargeable if paid to a Briti.sh subject or any servant of 
His Ha jest}' in any part, of India by Government or by a 
local authoVity established Iw the Governor General in 
Council. 


8. The tax shall be payalilc by an a.s.sessee under theP. 16, 39, 
head ‘‘intcrc.st on securities” in 
n.treM ui Qf interest I’cceivable by 

him on any security of the Govci'innent of India or of a 
Local Government, or -on debentures or othei’ securities for 
money issued by or on behalf of a local authority or a 
company : 


^'Fromded. ihat iw incomc-Uur, shall be under 

this section hi/ the assessee in res-pect of any sum deducted 
from such interest by ivay of commission by a banker 
realizing such interest on behalf of the assessee: 


Provided further that no income-tax shall be pa^uible P. 11. 
on the interest receivable on any secuidty of the Govern- 
ment of India issued or declared to be income-tax free : 

Provided, further, that the income-tax payable on the 
interest receivable on any security of a Local Government 
issued income-tax free shall be payable by that Local 
Government. 

9. (I) The tax shall be payable by an assessee under p. 40, 4S, 
the head “Property” in respect of the • 43. 

Property. annual value of property con- 

sisting of any buildings or lands appurtenant thereto of 
which he is the owner, other than such portions of such 

^Inserted by the Indian Income-tax (Second Amend nent) Act, 1933 (XVIII 
of 1933). 
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V. /J 2 . 


V, ^ 3 . 


)\ H. 


))ro))or(,y nn })o jn;iy occnj)y for the purposes of ]iis busi- 
fV)})ject to the following .•illownDccs, namely:-- 


(?) wlier(5 the pi-operly is in the ocenpation of the 
ownei‘, or w))e)’c it is Jet to a tenant and the 
owjier has undertaken to bear the cost of 

repaii's, a, sum epna.) to one-sixth of snch 
va,!ne; 


(??) where the prb))erty is in tlio oeenpation of a 
t(n)a))t who has nndertako]) to bear the cost 
of repa.irs, the diffei’cnee bcl-Wecn shell value 
and the rent paid by the tenant up to but 
not exceeding one-sixth of sueli value; 

(m) /he amount of any annual premium paid to in- 
sure tin; pro})erl,y against risk of damage or 
flestrnetion; 


vjluire th(i fropcHij is siihjsct io a moHaage, 
or othrr capital cha.rge, the amount of a-ny 
interest, an, snch mortgage or charge; where 
/it), the property is subject to a ground rent, the 

amount of such ground rent; and where the 
property has heen acq\iired with harrowed, 
capital, the amount of any interest pnyohle 
on. such capital and not specifically charged 
upon the property itself ; 

• (iO. ( 7 )) any sums paid on aeeount of land-revenue in 

r(',s})e('l, of the property: 


V« / K 

P. <17, <f8. 


P. <J{>. 


(ri) in respeel, of eolleel.ion charges, a snm not ex- 
ceeding (.he prescribed maximum; 

(rii) in respect, of vacaiu'ies. such sum as the in- 
come-lax OlVicer may determine Inn'iug 
regard to /.ho circumstances of the case: 

Provided that (.he aggregate of the allowances made 
under t.bis sub sect, ion shall in no case exceed the annual 
value. 




(g) I'or (he purposes of (his section, the 
“annual value” shall be deemed to mean the 

i Ai^u'n.lo.l ry lli>' ni.tir\u Ia\ Anioiidnn hO A.-! 

of iS.vi). 


exju'cssion 
snm for 

1 fOo I X N in 
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which the property might reasonably be expected to let 
from year to year : 

Provided that, where the property is in the occupation F, 41. 
of the OAvner for the purposes of his own residence, such 
sum shall, for the purposes of this section, be deemed 
not to exceed ten per cent, of the total income of the 
owner. 

10. (1) The tax shall be payable by an assessee under P. 50, 62, 

Businegs. “Busiuess” iu respect of the 66* 

profits or gains of any business carried 

on by him. 

(^) Such profits or gains shall be computed after mak- P. 50, 53, 
ing the following allowances, namely : — 54. 

(i) any rent paid for the premises in which such p, 55, 
business is carried on provided that when 
any substantial part of the premises is used 
as a dwelling-house by the assessee, the 
allowance under this clause shall be such 
sum as the Income-tax Officer may deter- 
mine having regard to the proportional part 
so used; 

' (w) in respect of repairs, rvhere the assessee is the p. 5 g. 

tenant only of the premises, and has under- 
taken to bear the cost of such repairs, the 
amount paid on account thereof, provided 
that, if any substantial part of the premises 
' is used by the assessee as a dwelling-house, a 
proportional part onl}’’ of such amount shall 
be allowed ; 

(in) in respect of capital borrowed for the purposes 
of the business, where the payment of inter- 
est thereon is not in any way dependent on 
the earning of profits, the amount of the 
interest paid; 

Ba;planatio7i.—'Recu.vvmg subscriptions paid 
periodically by shareholders or subscribers in 
such Mutual Benefit Societies as may _ be 
prescribed, shall be deemed to be capital 
borrowed within the meaning of this clause; 
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P. 58. 


P. 56. 

P. 59. 


R. 8”9» 


P. 60. 


{iv) m respect of insurance against risk of damao-e 
or destruction of buildings, macbinei^ 
plant, furnitui'e, stocks or stores, used for 
tile pui poses of the business, the amount of 
any premium paid: 

(v) in respect of current repairs to such buildings, 
machinery, plant, or furniture, the amount 
paid on account thereof; 

(m) in respect of depreciation of such buildings, 
machinery, plant, or furniture being the 
propert}^ of the assessee, a sum equivalent to 
such percentage on the original cost thereof 
to the assessee as may in any case or class of 
cases be prescribed : ' 

Provided that — 

(a) the prescribed particulars have been duly fur- 

nished : 

(b) where full effect cannot be given to any such 

allowance in any year owing to there being no 
profits or gains chargeable for that year, or 
owing to the jirofits or gains chargeable being 
less than the allowance, the allowance or part 
of the allowance to which effect has not been 
given, as the case may be, shall be added to the 
amount of the allowance for depreciation for 
the following year and deemed to be part of 
that allowance, or, if there is no such allow- 
ance for that year, be deemed to be the 
allowance for that year, and so on for succeed- 
ing vears; and 

(c) the aggregate of all such allowances made under 

this Act or any Act repealed hereby, or under 
the Indian Income-tax Act, 1SS6, shall, in no n ^ 
case, exceed the original cost to the assessee 
of the buildings, machinery, plant, or fnrni- 
ture as the case may be; 

(vn) in respect of any machinery or plant which. ^ in 
consequence of its having become oh^olcie, 
has been sold or discarded, the diiierence ’C 
tween the original cost to the assessee oi t le 



niacliiiiery oi’ plant, as reduced by the aggre- 
gate of tlic allowances made in respect of 
depreciation nnder clause (vi), or any Act 
rejicalcd hereby, or the Indian Income-tax 
Act, IbSt). and the amount for which the 
machinery or jdant is actnally sold, or its 
scrap value: 

in respect of animals which have been used P. 61. 
for the puj'poses of the business otlierwise 
than as stock in trade and liave died or 
become pci-inanenth' useless for such pur- 
poses, the difl'erence between tlie original 
cost to the assessee of the animals and the 
amount, if any. realised in respect of the 
carcasses^or animals; 

(viii) any sums paid on account of land-revenue, P. GSs 69. 
local rates or municipal taxes in respect of 
such part of the premises as is used for tlie 
purposes of the business; 

t('cma) any sum paid to an employee as bonus or coni- p, 63. 
mission for services rendered, where ^ such 
sum would not have been payable to him as 
profits or dividend if it had not been paid as 
bonus or commission : 


Provided that the amount of the bonus or commission 
is of a reasonable amount with reference to 

(a) the pay of the employee and the conditions of 
his service; 

(&) the profits of the business for the year in ques- 


tion; and 

(c) the general practice in similar businesses, 

(ico) any expenditure (not being in the natuie of P*53, 64 
capital expenditure) incurred solely for the 66. 
purpose of earning such profits or gains . 

^Provided that nothing in clause {viii) or clause (i^) 
shall be deemed to authorise the allo wance of any sum pai 

^Inserted by the Indian Income-tax (Amendment) Act, 

^ tlnserted by tl>e Indian Income-tax (Third Amendment) Act, 1930 (AAim 

+lnserted by the Indian Income-tax (Amendment) Act, 1928 (HI of 1928 
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gains, provided tiiat no allowance shall be made on account 
of any personal expenses of the assessee. 

13. Income, profits and gains shall be computed for P, 50, 51, 

„ , , , . the purposes of sections 10, 11 and 12 65. 

Method of accounting. . , •.! .1 >1 i (* 

in accordance with the method oi 
accounting regular^ emjDloyed by the assessee : 

Provided that, if no method of accounting has been 
regularly employed, or if the method employed is such 
that, in the opinion of the Income-tax Officer, the income, 
profits and gains cannot properly be deduced therefrom, 
then the computation shall be made upon such basis and 
in such manner as the Income-tax Officer may determine. 

14. (il) The tax shall not be payable by an assessee in p. 70. 

Exemptions of a rospect of any sum which he receives as 

general nature. a member of a Hiiidu undivided family. 

(^) The tax shall not be payable by an assessee in 
respect of — 


(a) any sum which he receives by way of dividends as 
a shareholder in a company where the profits 
or gains of the company have been assessed to 
income-tax; or 


(5) such an amount of the profits or gains of any firm p. 10, 71. 
which have been assessed to income-tax as is 
proportionate' to his share in the firm *at the 
‘ time of such assessment; or 
t(c) any sum which he receives as his share of the p, 72. 
profits or gains of an association of indivi- 
duals, other than a Hindu undivided family, 
company or firm, where such profits or gains 
have been assessed to income-tax. ^ 

The tax shall not be payable by an assessee in 

Smpfcion in the Tcspect of any sums paid by him to 
case of life insurances, cffcct an iiisurancc on his own iiie or on 
fhe lif© of his wife, or in respect of a contract for a 
deferred annuitv on his own life or on the life of his wife, 
or as a contribution to any Provident Fund to which the 
-Provident Funds Act, 1897, applies. 

45 : * * * 


inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 
Tinserted by the Indian Income-tax fAmendment) Act, 19o0 
'■repealed by the Indian Income-tax (Amendment) Act, 1921 (.1 o 


1928). 
of 1930). 
1924). 



p. 11. 

P. 21. 
P. 11. 


P. 74, 82, 


P. 11, 75. 


{-) Wlu're Uk; nssessec is a IJiiKiu iiiidh-idecl family, 
lliere simll he exempted under .suh-scction (1) anv sums 
pan lo elu'et an insurance on the life of any male member 
ot the family or of the wife of ;)ny sucli member. 

(.V) I'hi' ng^rrc^’itc of niiv sums e.xempted under this 
section shall not, toj^ether with any .sums exempted under 
ti)(’ proviso to suh-scetion (/) of section 7, any sums 
: r.rrmptn/ vn<ln‘ .^nb-sreiinn (7) of section 5S-F exceed 
, one-sixth of the total income of the assessee. 

16. (J) J]] eonjpulij)”- the lota! income of an assessee 

.ina-'-:- c.xcmpted under the proviso to 

•'Idcioit'. 1(1 Suh-SCCtioU (/) of SCCtiOil /, ftllC SCCOTld 

t}jc ,ijyj third provi.sos to section 8, sub- 

scQiion (J) of section 14 and section 15, 

shall he included. 

(J) Tor the purposes of sub-section (l), any simi men- 
tioned in clause (a) of sub-section (3) of section 14 shall 
be increased by the amount of income-tax payable by the 
company in respect of the dividend received. 

17. Wlicrc owing to the fact that the total income of 

^ any asse.ssee has reached or exceeded a 

mn'S ribovo^^ certain limit he is liable to pay 
rert.niniitnit issmnij. iuconie-tax 01 ' to jiay incomc-tax at a 
liigher rate, the amount of income-tax payable by him 
shall, where necessary, be reduced so as not to exceed the 
aggregate of the following amounts, namely : — 

(a) the amount which would have been payable if his 

total income had been a sum less by one rupee 

than that limit, and 

(b) the amount by which his total income exceeds that 

sum. 


CHAPTER IV. 

Deductions and Assessment. . 

P- 18. (I)* 

Pnyrncnt by dedi c- 
tion at source. 

fJn-;erted by tJio Indi.on Income-tax {Second Amendment) Act, 1953 {XVIIl 

’Rene.iled by the Indian Income-tax (Second Amendment) Act, 1953 (XVI-.I 

^inserted by the Indian Income-tax (Provident Fund Relief) Act, 1929 (XU 
of 1929). 
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{2) Any person responsible for paying any income P. 36, 73, 
'obargeable under the head “Salaries” shall, at the time 
'of payment, deduct income-tax "^hut not sufer-tax on the 
^amount payable at the rate applicable to. the estimated 
income of the assessee under this head : 

Provided that such person may, at the time of making 
any deduction, increase or reduce the amount to be deduct- 
ed under this sub-section for the purpose of adjusting 
any excess or deficiency arising out of any previous deduc- 
tion or failure to deduct. 

Notwithstanding anything hereinbefore contain- 
'ed, for the purpose of making the deduction under sub- 
section {2), there shall be included in the amount payable 
any income chargeable under the head ‘Salaries’ which 
is payable to the assessee out of India by or on behalf of 
'Government, and the value in rupees of such income shall jj, H-A. 
l 3 e calculated at the prescribed rate of exchange, p, 1 ^ 0 ,^ 

(S) The person responsible for paying any income p gg 
chargeable under the head “Interest on securities” shall ’ 

ftmless otherwise 'prescribed in the case of any seccrity of 
'the Government of India at the time of paj^ment, deduct 
income-tax ibut not super-tax on the amount of the inter- 
est payable at the maximum rate, 

^Provided that where the Income-tax Officer gives a 
■certificate in writing {which certificate he shall give in 
xvery proper case- on the application of the assessee) that 
'to the best of his belief the total income of a recipient will 
be less than the minimum liable to income-tax or will be 
liable to a rate of income-tax less than the maximum rate, 

• the person responsible for paying any income herein 
referred to to such recipient shall; until such certifcate 
is cancelled by the Income-tax Offcer, pay the income 
without deduction or deduct the tax at such less rate, 
as the case may be. 

t {3 A ) Where the Income-tax Officer has reason to P. 80, 
believe that the total income of any person residing out of 131, 
British India to whom any interest not being ‘Interest on 
Securities’ is jDayable, will in any year exceed the 

tinserted by the Indian Income-tax (Second Amendment) Act, 1953 (XVIII 
of 1933). 

’Inserted by the Indian Income-tax (Second Amendment) Act, 1925 (XVI of 


0 
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P.80, 

131. 


P. 131. 


P. 132. 


ninxiniiini amount Avhicli is not chargeable with smDer-tax: 
under the law for the time being in force, he mav. by order 
in writing, rerjnirc the person responsible for paving such 
intcre.-t to such person to deduct at the time of* payment 
income-tax and super-tax at the rates determined bv the' 
Income-tax Officer to be applicable to the total income of 
such jier.-^on in that year. 

here the jjerson re.sponsible for paying anw 
intere.^t not being ‘ Interest on Securities ' to anv person 
pny.^ to tliat person in any year an amount of such interest 
exceeding in the aggregate the maximum amount which is 
not chargeable wiTh .super-tax under the law for the time- 
being in force, the person re.sponsible for paying such- 
interest .shall, if he has not reason to believe* that the- 
reci})ient is resident in Briti.sh India, and no order under 
snli-section (.7.4) has been received in respect of such 
recipient, deduct at the time of pa^unent income-tax on 
the total amount of such interest at the rate appropriate 
to such total, and super-tax on the amount by which such 
total exceeds the maximum amount not chargeable with- 
super-tax at the rate applicable to such excess. 

t (JC) Where the Income-tax Officer has reason to believe- 
that any person, who is a shareholder in a company, is 
resident out of British India and that the total income of 
such person will in any year exceed the maximum amount 
which is not chargeable to super-tax under the law for the- 
time being in force, he may. by order in' writing, require 
the principal officer of the company to deduct at the time 
of paymenf of any dividend from the company to the share- 
holder in that year super-tax at such rate as the Income- 
tax Officer may determine as being the rate applicable in 
respect of the income of the shareholder in that year. 

f(-3D) If in any year the amount of any dividend or the 
aggregate amount* of any dividends paid to any share- 
holder bv a company (together with the amount* of any 
income-tax payable by the company in respect thereof) 
exceeds the maximum amount of the total income of a 
person which is not chargeable to super-tax under the law 
for the time being in force, and the principal officer of the 
company has not reason to believe that t he shareholder is 

fln?erted bv the Indian Income-tax {.Second Amendment) Act, 1933 (XVIII 
of 1933). 


in 


resident in Britisli Indin. nnd no order under sub-section 
(o'C) has been received in respect of such shareholder bv the 
principal onicer from the Income-tax Onicer the principal 
ofiicer shall at the time of payment deduct suimr-tax on 
tlie amount of such excess at the rate which would be 
a ]'»]')! i cable under ibe law for ibe time Iteinp; in torec it tbc 
amount of siu'li dividend or dividends (to<j;-cther with the 
amount cif sucb iuconu'-tax as aforesaid) const it uted the 
whole total inrome of the sb.aiehohler. 

All siim.s deduoted in acrordnnu'C with th(' ju'o- p. 74. 
visions of tin's section sitall. for the purpose of computing; 
the ini'ome of an asst'ssem be deemed tol^e inconu' received. 

(•A Any deduction ma.de in accordance with tlie ]irovi- 
sions of this •-'cclioit shall be treated as a payment of 
income-tax' or <i!i»r-tn.i on behalf of tlte person from 
whose income tlie deduction was mad('. or of the owner 
of the .security, as (Ite ca.se ni.ay be, and eianlit shall be 
c:iven to bim therefor in {h(> assessment, if anv. made for 
the followiin,^ year under tins Act : 

Provided that, if stieh jM'rson or sttch owner obtains, in 
accordance with the jtrovisions of this Act. «‘i refund of 
any portion of the tax so deflm-(ed. no credit shall be piivon 
for the nmonnl of sueb refund. 

(ij) All sums deducted in accordance with the provisions 
of this section shall bo ]Kiid within (he prescribed time 
by the person making the deduction to the credit, of tlie 
Government of India, or as the Centra] Board of Bevonue 
directs. • R. 10, IS, 

(7) If any such ])crson does not deduct and pay the tax p 
as required by '-'or mulcr this section, he .shall, without 
prejudice to any other consequences which he may incur, 
be deemed to be 7 ah, a.^re.^rec in default in I’cspect of the 
tax. 

=^Providecl that f-Jie Income-tax OfRcer shall not make 
a direction under sub-section {!) of section 46 for the • 
recovery of any penalty from sucli pei'son unless satisfied 
that such person has wilfully failed to deduct and pay the 
tax. 

’‘In.certed by tlie Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
, of 1933). 

tSiibstituted by the Indian Income-tax (Second Amendment) Act, 1933. /XVIII 
of •1933). 

C i 
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F. 

116. 

X3« 


S', 76. 


(5) The power to levy by deduction under this section 
shall be without prejudice to any other mode of recovery. 

78, (9) -Every person deducting income-tax* or super-tax in 

accordance with the provisions^of sub-sections (3), *(3A), 
(3B), (3C) or (3D) shall, at the time of payment of interest! 
furnish to the person to whom the interest is paid a certi- 
ficate to the effect that income-tax* or super-tax has been 
deducted, and specifying the amount so deducted the rate 
at which the tax has been deducted, and such other 
particulars as may be prescribed. 

19. In the case of income chargeable under ^any head 
other than “salaries'’ or “interest on securities" , and in 
-r, .ft. ^^se where income-tax has not 

been deducted in accordance with the 
provisions of section 18, the tax shall be payable by the 
assessee direct. 

4 p AO tl9-A. The principal officer of every compan}- shall, on 
p’rfvfu® * 1 f or before the 15th day of June in each 

°regaSg .year, fumish to the prescribed officer a 
dfridends. retum in the prescribed form and 

verified in the prescribed manner of the names and of the 
addresses, as entered in the register of shareholders main- 
tained by the company, of the shareholders to wliom a 
dividend or aggregate dividends exceeding such amount as 
may be prescribed in this behalf has or have been distri- 
buted during the preceding year and of the amoimt so 
distributed to each such shareholder. 


20. The principal officer of every company shall, at the 
time of distribution of dividends, fur- 
116 . panylo sLrehoK nish to every person receiving a 
receiving dividends. dividend a certificate to the effect that 
the company has paid or will pay income-tax on the profits 
which are being distributed, and specifying such other 
E. 14. particulars as may be prescribed. 

*20A. The person responsible for p^ing any interest not 
E. 43* A. j informa- being ‘Interest on Securities’ shall, on 
tionregarcUngTnterest. or before the fifteenth day of June in eacli 
year, furnish to the prescribed officer a return in the 

by the Indi.m Incwne-tax {Second Amendment) Act, 1935 
+Substftute?by tbc Indian Income-tax (Second Amendment) Act, IP.V (XVJII 
Jlnserted by the Indian Income-tax (Amendment) Act, 1926 (XXIV of 1926). 
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prescribed form and verified in the prescribed manner of 
the names and addresses of all persons to -whom during the 
previous financial year he has paid interest or aggregate 
interest exceeding such amount not being less than one 
thousand rupees as may lie prescriiicd in this behalf, 
together with the amount ]'iaid to each such person. 

21 . Tlie pre.=:cribed jicrson in the case of every Govern- R. 15 .’ 

, meiit office, and the principal officer or P. 8, 8S.. 

Annum rotuni. mi • c 

the iirescrihed person in tlie case or 
every local authority, company or otlier public body or 
association, and every ])i'ivate em]doycr .t^hall prepare, and, 
within thirty days from tlie 31 st day of !March in each year, 
deliver or cause to lie delivered to the Income-tax Officer R* 
in the prescribed form, a return in writing showing — 

(a) the name and. so far as it is known, tlie address 

of every person who was receiving on the said 
31 st day of Z^Iarch, or has received during the 
year ending on that date, from the authority, 
company, body, association or private 
employer, as the case may be, any income R* 1^- 
chargeable under the head “Salaries” of 
such amount as may be prescribed; 

(b) the amount of the income so received by each 

such person, and the time or times at which 
the same was paid; ' 


(c) the amount deducted in respect of income-tax 
from the income of each such person. 

22. (1) The Principal officer of every company shall P. II 9 84^ 
T, , .. prepare, and, on or before the fifteenth 885, 8??,. 

Ketum 01 income. i ct • i r> *1, 

day ol June m each year, furnish to the 
Income-tax Officer a return, in the prescribed form and 
verified in the prescribed manner, of the total income of 
the company during the previous year : 

Provided that the Income-tax Officer may, in his dis- 
cretion, extend the date for the deliverj^ of the return in 
the case of any company or class of companies. 


(£) In the case of any person other than a company p. §5 
whose total income is, in the Income-tax Officer’s opinion, 86 . 
of such an amount as to render such person liable to 
income-tax, the Income-tax Officer shall serve a notice upon 
him requiring him to furnish, within such period, not 



00 


R. 19. 

?. S6. 


less (linn tliiciy «l;iys .'is jn.'iy he speeiricfl in (he notice 
H! (he pres<-i-ihe(f form luid venTicd in the pre- 
^^rnhrd nmnuor forth (.'ilon- with such other 

.-(s ni.'iy he provided for in tlic notice) his total 
invonu' dunny: th(' f>revions yeai'. 

{ d ll nny person h.'is not fuinishcfl a return within the 
liinr .'dlowf'd l>y or innhw suh-sevf ion (y) or Piib-section (;?), 
o. ji.i V iiiLT ) iirnished .'1 ri'tnrn under eif her of those suh- 
M't ti'ius. di.'-co\'crs any omission or wrozic statement there- 
iii, !"' ma\ turnisii ,'i return or a revised I'cturji. as the 
east’ may he. at ;iny time hetoi-e tlic assessment is made, 
aiui .any return sa made sh.'ill he deemed to be a j’etiii’n 
m.'ide. in tine time iu>de!' this section. 


P. SS, 
111 . 


^ f.'l ! !ic' I nctirne-tr;:.; (^fln or m.'iy seiu'e on tlm principal 
ofliei'r oi .any eouipany or on any pcr.son upon whom a 
Ufitice h.as berm server) under sub-section (i?) a notice 
retjuirini: him. on .'i date to lie thei’cin sj'iecified. to produce, 
or vause to ho prodiued. such accounts or documents as the 
Tn('rime-ta\- OtHeer may renuire: 

Provided that the Jneome-tax' Officer shall not require 
the piauhiefion of any accounts relating to a period more 
than three years {>rior to the previous year. 


P. 11, 99, 
115. 


23. (jf) If the Income-tax Officer is satisfied that a 
return made under section 22 is correct 
complete, he shall assess the total 
income of the asscssee. and shall determine the sum payable 
by him on the basis of such return. 


(J) If the Income-tax Officer has reason to believe that 
P, 89,90. .j I’eturn made under section 22 is incorrect or incomplete 
he shall serve on llie person who made the return a notice 
requiring him. on a date to be therein specified, either to 
attend at the Income-tax Officer’s office or to produce, or 
to cause to be there produced, any evidence on vrhicli such 
person may rely in support of the return. 


P.ll. 


(-3) On the day specified in the notice issued under sub- 
section (£), or as soon afterwards as may be, the Income- 
tax Officer, after hearing such evidence as such person may 
produce and such other evidence as the Income-tax Officer 
may require, on specified points, shall, by an order m 
writing, assess the total income of the assessee, and 
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<Jetermine the sum payable by him on the basis of such 
•assessment. 

(4) If the principal officer of any company or any other P. 889 89, 
person fails to make a return under sub-section {1) or sub- 
jection {2) of section 22, as the case may be, or fails to 
comply with all the terms of a notice issued under sub- 
section (4) of the same section or, having made a return, 
fails to comply with all the terms of a notice issued under 
•sub-section (2) of this section, the Income-tax Officer shall 
make the assessment to the best of his judgment ^^ancl, in 
.the case of a registered firm, may cancel its registration. 

^Provided that the registration of a firm shall not be 
cancelled until fourteen days have elapsed from the issue 
of a notice b}^ the Income-tax Officer to the firm intimating 
his intention to cancel its registration. 

■’'23 A. (i) Where the Income-tax Officer is satisfied P. 

. . that any firm or other association of 

'dividual members of individuals Carrying on any business, 

■eeriam firms, associa- other than a Hiiidu Undivided familv or 

i-tions and eomnanies. . , , , i n'’’ 

a company, is under the control of one 
member thereof, and that such firm or association has been 
■formed or is being used for the purpose of evading or 
reducing the liability to tax of any member thereof, he 
may, with the previous approval of the Assistant Com- 
■missioner, pass an order that the sum payable as income- 
"tax by the firm or association shall not be determined, 
and thereupon the share of each member in the profits and 
gains of the firm or association shall be included in his 
'total income for the purpose of his assessment thereon. 

Explanation. — K. member of a firm or association who 
'Owns the whole or the major portion of the capital of the 
firm or association shall not by reason only of that fact be 
-deemed to control the firm or association. 

[2') "ViHiere the Income-tax Officer is satisfied that a ' 
-company is under the control of not more than five of its 
members and that its profits and gains are allowed to 
-accumulate beyond its reasonable needs, existing and 
contingent, having regard to the maintenance and develop- 
ment of its business, without being distributed to the 

^Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930). 
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member?, or that a reasonable part of its profits and gains... 
having regard to the said needs, has not been distributed’ 
to Its members in such manner as to render the amount 
distributed liable to be included in theii' total income, and 
that such accumulation or failui-e to distribute is for the 
purpose ot preventing the imposition of tax upon anv of 
the members in respect of their shares in the profits and 
gains so accumulated or not distributed, the Income-tax 
Ofiicer^ ma v. with the previous approval of the Assistant 
I ommissioner. pass an order that the smn pavable as 
income-tax by the company shall not be determined., and 
thereupon the proportionate share of each member in the- 
profits and gains of the company. Tvhether such profits and 
gains have been distributed to the members or nor, shall 
be included in the total income of such member for the pur- 
pose of his assessment thereon: 

Provided that this sub-section shall not apply to any 
company which is a subsidiary company or in which the- 
public- are substantially interested. 

E.r-pianatwn . — For the purpose of this sub-section. — 

(a) a company shall be deemed to be a subsidiary- 
company if. by reason of the beneficial owner- 
ship of shares therein, the control of the- 
company is in the hands of a. company not 
beinsj a company to which the provisions of 
this 'sub-section apply or of two or more- 
companies none of which is a company to- 
which those provisions apply: 

{b) a company shaU be deemed to be a company in 
which the public are substantially interested 
if shares oi the company (not being shares 
entitled to a fixed rate of dividend, whether 
with or without a further right to partici- 
pate in profits) carrying not less than 
iwenry-Sve per cent, oi the voting power 
have been allotted unconditionally to. or 
itequii'ed unconditionally by. and are at the 
end of the previous year beneficially held 
by. the public (not inclin^g a company tc- 
vriiieh the provisions of this sub-section* 
appiv) and if any such shares have in the- 



course of such previous year been the subject 
of clealinsxs any stock exchange in British 
India or are in fact freely transferable by the 
liolders to other nieinbers of the public; 

(c) unless the contrary is proved, a company shall be 
deemed to be under the control of any persons 
wb.ere the Tiiajority of the voting ]')owcr or 
shares is in the hands of those persons or of 
relatives (U' nominees of those persons; 

('•/) “nominee” means a jierson who may be required 
to exercise his voting power on the directions 
of. or holds shares directly or indirectly on 
ludialf of. another person. 

(•>) The Assistant Comissioner .shall not give his ap- 
proval to any order proj^osed to be t^assed l\v the Income- 
tax Officer under this section, until he has given the firm, 
association or company concerned an opportunity of being 
heard. 

(4) (i) Where any member of a firm or association of p, 115^ 
individuals makes default in the payment of tax on his 

share of profits and gains which has been included in his 
total income under the provisions of .sub-section {1), such 
tax may be recovered fi'om the firm or association, as the 
case may be. 

(ii) Where the proportionate share of any member of a 
compan}' in the undistributed profits and gains of the com- 
pany has been included in his total income ^ imder the 
provisions of sub-section (5), the tax jDayable in respect 
thereof shall be recoverable from the company and may be 
recovered from such member, if there are not sufficient 
funds in the hands of the company to pay the tax, or if the 
winding up of the company has commenced. 

(iii) Where tax is recoverable from a company, firm or 
other association under this sub-section, a notice of 
demand shall be served upon it in the prescribed form 
showing the sum so payable, and such company, firm or 
a-ssociation shall be deemed to be the assessee in respect of 
such sum, for the purposes of Chapter VI. 

(5) Where tax has been paid in respect of any undistri- 
buted profits and gains of a company under this section. 
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and such profits and gains are subsequently distributed in 
any year, llie ]U’oportionate share therein'of any member 
of tile company shall be excluded in computing his total 
income of that year. ^ 


P. 49, 94* 24. (7) 'Where any assessee sustains a loss of profits or 

Sot.oiT of lo.s .n «ny of the 

computiiicr fipgrcgato lioads lucutioned in section 6. he shall 

_ be entitled to have the amount of the 
loss set-ofi against his income, profits or gains under any 
other head in that rear. 


(?) "Where the assessee is a registered firm, and the 
loss sustained cannot wholly be set-off under sub-section 
(1), any member of such firm a7iy 7 i'Iio being a 

7mnor has hec7i ad77iiffcc] to the benefits of fartnershi'p 
771 such fii'7n shall be entitled to have set-olf against any 
income, profits or gains of the year in which the loss was 
sustained in respect of which the tax is payable by him 
such amount of the loss not already set-off as is propor- 
tionate to his share in the firm ^or to his shace of the 
benefits of paiinerslufi^ as the case 7nay be. 


P.92. ■'■•■24A. ( 1 ) Wdien it appears to the Income-tax Officer 

\ssos'mont in ens leave British 

of* "dep m'lro from lutlia duriiig the current financial year. 
British i.uii.n. pj. shortly after its expiry, and that he 

has no present intention of returning, the Income-tax 
Officer may proceed to assess him on his total income for 
the period from the expiry of the last previous year for 
which he has been assessed to the probable date of his 
departure from British India. For each completed 
previous year included in this period an assessment shall 
be made on the total income of such person at the rate at 
which it would have been charged had such income been 
fully assessed, and for the pieriod from the expiry of the 
last of such previous years to the probable date of depai- 
ture, the Income-tax Officer shall estimate the 
income of such person and assess it at the rate in force toi 
the financial year in which such assessment is made. 

Provided that nothing herein contained shall 
authorise an Income-tax Officer to assess any income, 

*Ttiscitod by the Itidiiui liieotiie-t.ix (Second Aiuctidinent) -Vc., {- 

•of 1955). 
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profits or LToins hicli ho.vc' ('scnpofl n.'^sossiiuMif or liave 
boon nssos<o<l at i^'u !n\v a ralo in ri'Sjnn't ol’ ^vllil,•ll bo is 
dolinrrod i'rniu issniiii: a nejiro ninlor sort ion o-J. 


(j) Foi' ;lu' p'orp"-(' r>i' inakini: an a<s('ssmonl nndor 
sn]>-sot'i nni f/n ihc ]n»‘nnu’-;ax Ofbfoi’ may sorvi' a nolico 
upon snob laMiro’rin'j: liiin to i’nrnislu wilbin snob 

lime !)o! biMH;: lo'-'^ ;!)an sovon da vs a< ma.'s' iu' spocifiod in 
tbo notion, a rt'inrii in 'bo ‘.aino form and vorifiod in tbc 
snino mannor a< :: mnrn nndm- snb-sootion (J) of sootion 
22. .'^O'tinc forF' la.litio' vitb sm-b oilmi- pariionlars as 
may in' pimvidoii n«r in {la* m-tiiip Ins total inomno for 
oac-b of tbo roir-ploiod ina'vions y('ar> oomprisod in tlio 
poriod firs; rffornai to in .v-uli-st-rt ion (I) ami bis o^limat- 
cd total im-oino for tbo period from tbo (>xpiry of tbo last 
sm-b ooirpdolod jO't'viorm yo.ir to tbo pro!>ab]o d.ato of lii.s 
de]nirtnro; :nid tin* provision.'-' of iliis Act shall si'i far as 
may bo. atntly :)< if tbv notiM' woro a tioti* '' issm-d nndor 
snh-soition fj) o-' .'•'fction 22. 


■'24:B. ( j) ^^'b(■ro a parson die-', bis exta-nlor. adminis- P. 93* 
T.o; r ^ ti'jftor nv ol b("' It'oal j'oin’oson t a t i VO 
T<‘pr.--' . . ■ <ball lu' liablv to -pay out of tbo ostato 

of tbo doooasod jiorson to tbo cxtont to v/biob tbo o.stato is 
capalile of inooiino tbo oba.riio ibe tax tis-ossod as jnavable 
Ijy .‘^noli porson. or any t:tx wbicli wonld bavo boon ]')aya!)]o 
by him nuder tliis Ac t if bo liad not diod. 


(2) "Whore a person dies boforo bo is served Avith a 
notice under siiinsect iem (2) of .‘ccolion 22 or Hx-iion 3d, as 
tbc ease may be. tbc ]ncomc-lnx Oflioer may serve on liis 
•execnlor. adminisl ralor or mber Icg'al rcjn’cscntalive a 
notice iindei- .snb-scction (2) of .section 22 oi- under section 
34. as the rase may be. and may proceed to assess the 
total income of the deceased jierson as if such executor, 
administrator or other legal reju’eseutative were the 
a,ssessee. 


(2) AVlierc a ])ersou dies, without having furnished a 
return which lie has been required to fuimish under the 
provisions of sub-section (2) of section 22. or having 
furnished a return wliich the Income-tax Officer has 
reason to believe to be incorrect or incomplete, the 

'‘Insortccl hv the Iiulian ^ncomc•ta^ (Second Amendment) Act, 1935 (XVIII 
of 1953). 
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said period, and if an amount of tax has already been 
paid in respect of the income, profits and gains of the 
previous year exceeding the amount payable on the basis 
uf such assessment, a refund shall be given of the 
difference. 

(4) Where an assessment is to be made under sub-sec- 
tion (I) or sub-section (5), the Income-tax Officer may 
serve on the person whose income, profits and gains are 
to be assessed, or, in the case of a firm, on any person who 
was a member of such firm at the time of its discontinu- 
ance, or, in the case of a company, on the principal officer 
thereof, a notice containing all or any of the requirements 
which may be included in a notice under sub-section (2) or 
section 22, and the provisions of this Act shall, so far as 
may be, apply accordingly as if the notice were a notice 
issued under that sub-section. 

*25-A. (1) Where, at the time of making an assessment p, 70. 
, , under section 23, it is claimed by or on 

partition of a Hindu behalf of any member of a Hindu family 
tundivided family, hitliertof assessed as undivided that a 
partition has taken place among the members of such 
family, the Income-tax Officer shall make such inquiry 
thereinto as he may think fit, and if he is satisfied that a 
separation of the members of the family has taken place 
•and that the joint family property has been partitioned 
among the various members or groups of members in 
•definite portionst he shall record an order to that effect: 

Provided that no such order shall be recorded until 
notices of the ^inquiry have been served on all the members 
•of the family. 

{2) Where such an order has been passed, the Income- 
tax Officer shall make an assessment of the total income 
received by or on behalf of the joint family as such, as if 
•no separation or partition had taken place, and each 
member or group of members shall in addition to any 
income-tax for which he or it may be separately liable 
and notwithstanding anything contained in sub-section 
(1) of section 14, be liable for a share of the tax on the 

^Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 

tlnserted by the Indian Income-tax (Second Amendment) Act, 1930 (XXII of 
1930). 
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tration for the purposes of this Act and of any other enact- 
ment for the time being in force relating to income-tax or 
super-tax. 

(2) The application shall be made by such person orP. 87» 
persons, and at such times and shall contain such parti- 
culars and shall be in sueli form, and be verified in such 
manner, as may be proscribed ; and it shall be dealt with 6o 
by the Income-tax Ollicer in sueh manner as may be 
prescribed. 


27. Where an asscssee or, in rhe case of a comjiany, the P. 86.. 
^ . princiiial officer thereof, within one 

Cancellation oi ns- ^ . i e . i • e . • e 

cessment when cau«c mOlUh il'Om t IlC SeiTlCC 01 a noilCC 01 

IS shown. demand issued as hereinafter provided, 

satisfies the Income-tax Oiliccr that he was prevented 

sufficient cause from making the return required by section 

22, or that he did not receive the notice issued under sub- 
section {4) of section *22, or sub-section {2) of section 23, 
or that he had not a reasonalile opportunity to comply, or 
was prevented liy sufficient cause fi'om complying, with the 
terms of the last-mentioned notices, the Income-tax Officer 
shall cancel the assessment and proceed to make a fresh 

assessment in accordance with the provisions of section 

23. 


"^28. (i) If the Income-vtax' Officer, the Assistant Com- P. 865870 
Peaaity for conceal niissioiiei’ 01’ tile Commissioner, in the 


went of income or im- 
Woper distribution of 


profits. 


course of any proceedings under this 
Act, is satisfied that an assessee has 
, concealed the particulars of his income 

^ >, • deliberately furnished inaccurate particulars of 
am has thereby returned it below its real 

to assessee shall, in addition 

^ ^ ii^come-tax payable by him, pay by way of penalty 

w^^^n ^^ceeding tlie amount of the income-tax which 
ouicl have been avoided if the income so returned by the 
sessee had been accepted as the correct income. 

sin Income-tax Ofiicer, the Assistant Commis- 

inef^^ Commissioner, in the course of any proceed- 

this Act, is satisfied that the profits of a 
ered firm have. been distributed otherwise than in 

original section by the Indian Income-tax (Amendment! 

’ (aXI of 1930). 
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nccovdnnrr wif}, the shares of the partners as shown in the 
nistninwnt of partnership registered under this let 
gmeiMing *^nel) djstnhn} mn. and that any partner has 
IhiMoln rt'liirned his income helow its real amount, he 
may direct that such partner shall in addition to the 
nieonu'-lax payable hy him, pay by way of penalty a sum 
not exceeding (he amount of income-tax which has been 
ayoided. or would have been avoided if the income returned 
by such partner had been accepted as his correct income; 
and no refund or other adjustment shall he claimable by 
any otlier partner by reason of such direction. 


(/;) Xo order slial) be made under sub-section (l) or 
sul)-sef'(ion p). unless (he asscssec or partner, as the case 
may be. has been heard, or has been given a reasonable 
opportunity of being heard. 


Xo prosecution for an ofience against this Act shall 
be inst it iitcfl in respect of the same facts on which a 
penalty has been imposed under this section. 

(o) An Assistant Commissioner or a Commissioner, 
who has made an order under sub-section (l) or sub-sec- 
tion p). shall forthwith send a copy of the same to the 
Jnconie-ta.x OHicer. 


P. 100. 


B. 20. 


29. Wiion the Income-tax Officer has determined a sum 
to he payable by an assessee under 
Notioocfciomnnci. 23, 01 ’ wlieu an order has been 

passed under sub-section (2) of section 25 or section 28 
for tlic payment of a penalty, the Income-tax Officer shall 
serve on the assessee a notice of demand in the prescribed 
form specifying the sum so payable. 


P. 51, 86, 
88 , 101 , 
140. 


30. (l) Aiyy assessee objecting to the amount or rate at 
which he is assessed under section 23 or 
eestmenf umior^ tUs scctioB 27, 01 ’ denying his liability to be 
Act. assessed under this Act, or objecting to 

a refusal of an Income-tax Officer *to register a un(^r 
section 26A or to make a fresh assessment under section 27, 
or to any order against him under sub-section p) or section 
25 tor section 25- A or section 23, made by an Income-tax 


•Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
tlnserted by the Indian Income-tax (Amendment; Act, 1930 (XXI of 1930). 
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'Officer, may appeal to the Assistant Commissioner against 
•the assessment or against such refusal or order : 

Provided that no appeal shall lie in respect of an 
■assessment made under sub-section (4) of section 23, or 
under that sub-section read with section 27. 

{2) The ajDpeal shall ordinarily be presented within 
•thirty days of receipt of the notice of demand relating to 
•the asessment or penalty objected to, *or of the intimation 
of the refusal to register a firm under section 26- A , or of 
’the date of the refusal to make a fresh assessment under 
^section 27, as the case may be ; but the Assistant Commis- 
:sioner may admit an appeal after the expiration of the 
period if he is satisfied that the appellant had sufficient 
V cause for not presenting it within that period. P. 

(5) The appeal shall be in the prescribed form and shall 
ffie verified in the prescribed manner. 

31. (1) The Assistant Commissioner shall fix a day P. 102, 
and place for the hearing of the appeal, 103, 
Hearing of appea . fpom time to time adjoum the 

hearing. 

{2) The Assistant Commissioner may, before disposing 
■of any appeal, make such further inquiry as he thinks fit, 

■or cause further inquiry to be made by the Income-tax 
■'Officer. 

(5) In disposing of an appeal the Assistant Commis- 
.'Sioner may, in the case of an order of assessment, — 

{a) confirm, reduce, enhance or annul the assessment, 
or 

ffb) set aside the assessment and direct the Income-tax 
Officer to make a fresh assessment after making 
such further inquiry as the Income-tax Officer 
thinks fit or the Assistant Commissioner 
may direct, and the Income-tax Officer 
shall thereupon proceed to make such fresh 
assessment. 

tor, in the case of an, order refusing *to register a firm 
under section ^6 A t, or to mahe a fresh assessment under 
section 27, 

■■^Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1933). 

tlnserted by the Indian Income-tax (Second Amendment) Act, 1930 (XXII 
■ of 1930). 

D 
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P. 108. 

m: 


P. S7. 


P. 104. 


cr: 

Co: 


cf 


(c) co:ij:r;;: such o:^cr. or oincc! :t and diriCf the 
income-tax Ojncer ^to rea:ster fA*’ hrr: or to 
:na^:€ a fresh assessment^ as the case mav be: 

or. m the case^ of an order under siib-seerion of ^ition 
2 or section 2S. — 

(d^ confirm, cancel or rarv sncJh order : 

Piomded tnar the Assistant Commissioiier shall not- 
enhance an assessment unless the appellant has had a 
reasonable opportunitr of shovring cause against such 
enliancement. 

32. (l) Anv assessee objecting to an order nassed bv 
an Assistant Commissioner under sec- 
tion 2r or to an order enhancinis his 
assessment under sub-section (d) of sec- 
tion 31, mav appeal to the C-ommissioner vrithin rhirtv 
daps of Tthe date on irhich he :ras served irith r.ot''ce of 
such order. 

( J'* The appeal shall be in the prescribed form, and 
shall be verified in the prescribed manner. 

{■S^ In disposing of the appeal the Commissioner map. 
after giving the appellant an opportunitp of being heard, 
pass such orders thereon as he thinks fit. 

So. The Commissioner map of his ovm motion call 
^ record of anp proceeding under 

ic>.-5. c. Trhich has been taken bv anv 

* » 

aiiihoritp subordinate to him or bp himself when exercising 
the power of an Assistant Commissioner under snb-section 
(Z) of section 5. 




(-?' On I'eeeipt of the I'ecord the Commissioner map 
ake such enoiiirv or cause such inouirv ro be made and. 
siibieci to the orovisions of tins Act. mav pass such oraers 
thereon as he thinks fit : 

Pi-ovided that he shall not pass anp order prepudieial 
to an assessee without hearing him or giving him a reason- 
able opportunitp of being heard. 


♦T— 
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*33-A. (/) Any person aggrieved lu' an order of an 
ncfcroTirt' {•() Board Income-tax Ollicer under snh-section 
ofR.Moret«. sni)-sedion (J) of section 23- A 

mnv. within liiirtv davs of the date on which he was 
served with notice of sncli order, lodge an appeal in the 


ana £>. 87 . 


A 


ofiice of the Commissioner. 

(7) The apjieal sliall !)c in the pi’cscrihcd form 
shall he verified in th.e prescidlH'd manner. 

(.?) The Commissioner shall refer sncii appeal, with a P. 10^-A. 
statement of ids own opinion thereon, to a Board of 
Referees for decision: and the Board of 3^efer(‘es shall de- 
cide the appeal after hearing the aj^pellant and any ])erson 
deputed by the Commissioner ; 

Provided that, before making a reference to a Board 
of Referees, the Commissioner may. and at tlu' request of 
the a])pellant .<hall, in exert-ise of his powers of revision 
under sei't ion 88, decide the m;ilteis in disj)nte. ami tlen'C- 
upon ttK' assessee may witiidraw his appeal or proceed- 
with it. 


{Z) The decision of tiie Board of Referees shall be for- 
warded to the Commissioner who shall transmit it to the 
Income-tax Ofticer who passerl the original order, and 
shall also send copies to each Income-tax OTiccr who has 
made any assessment con.sequent upon such order: 
and where a decision reverses or modifies the order of the 
Income-tax Ollicer. fresh assessments .shall he made in 
accordance therewith, or such consequential adjustments 
as may be required shall be made in any assessment already 
made. 


(. 5 ) The decision of a Board of Referees shall not be p. 104. 
subject to a])peal to any Income-tax authoi-ity. and shall 
not be revised by the Commissioner in exercise of his 
powers under section 33. 

(6) A Board of Referees shall consist of not less than 
three and not more than five persons, of whom not less than 
one-half shall be non-officials having business experience, 
and one shall be a judicial officer not inferior in rank to 
a Subordinate Judge or a Judge of a Small Cause Court 
who has held judicial office for a period of not less than 
ten years. 


*Iaserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1950). 

D 'Z 



P. 87, 
105. 


P. 106. 
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(7) Subject to the provisions of sub-section (6), the 
Oentral Board of Revenue may make rules regulating the 
formation, composition and procedure of Boards of 
Referees. 

34:. If for any reason income, profits or gains charge- 

income escaping income-tax has escaped assess- 

n-^sessment. luent in any year or has been assessed at 

too low a rate, the Income-tax OfBcer 
may, at any time within one year of the end of that year, 
serve on the person liable to pay tax on such income, profits 
or gains, or, in the case of a company, on the principal 
officer thereof, a notice containing all or any of the re- 
quirements which ma}^ be included in a notice under sub- 
section (£) of section 22 and may proceed to assess or re- 
assess such income, profits or gains, and the provisions of 
this Act shall, so far as may be, apply accordingly as if 
the notice were a notice issued under that sub-section : 

Provided that the tax shall be charged at the rate at 
which it would have been charged had the income, profits 
or gains not escaped assessment or full assessment, as the 
case may be. 

35. ^(l) The Commissioner or Assistant Commissioner 
Rectificationf raM- may, at any time within one year from 
teke. iJiQ yidfQ of any order 'passed hy him in 

appeal or, in the case of the Commissioner, in revision 
under section -33 and the Income-tax Officer may, at any 
time within one year from the date of any demand made 
upon an assessee, on his own motion rectify any mistake 
apparent from the record of the ^appeal, revision or 
assessment, as the case may he, and shall within the like 
period rectify any such mistake which has been brought 
to his notice bj^ ^the assessee : 

V 

Provided that no such rectification shall be made, 
having the effect of enhancing an assessment unless the 
■^Commissioner, the Assistant Commissioner or ^ the 
Income-tax Officer, as the case may he, has given notice to 
the assessee of his intention so to do and has allowed him 
a reasonable opportunity of being heard. 

■^Amended by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 
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(S) Where any such rectification has the efi’ect of re- 
ducing the assessment, the Income-tax Ofiicer shall make 
any refund which may be due to such assessee. 

(3) Where any such rectification has the efi’ect of en- 
hancing the assessment, the Income-tax Officer shall serve 
on the assessee a notice of demand in the i)resci’ibed form 
specifying the sum payable, and such notice of demand 
shall be deemed to be issued under section 29. and the pro- 
visions of this Act shall apply accordingly. 

36. In the determination of the amount of tax or of a p 
Tax to be caicniatod refiuid payable under tliis Act. frac- 

to nearest anna. tioilS of ail aillia IcSS tiiail six picS sliall 

be disregarded, and fractions of an anna equal to or 
exceeding six pies shall be regarded as one anna. 

37. The Income-tax Officer. Assistant Commissioner p. 89, 

Power to take J^^id Commissioiier shall, for the pur- 106. 

evidence on oatb, etc. poses of tliis Chapter, have the same 

powers as are vested in a Court under tlie Code of Civil 
Procedure. 1908. when trying a suit in respect of the 
following matters, namely : — 

(a) enforcing the attendance of any person and 
examining him on oath or affirmation; 

(&) compelling the production of documents; and 

(c) issuing commissions for the examination of 
witnesses ; 

and any proceeding before an Income-tax Officer, Assis- 
tant Commissioner or Commissioner undei' this Chapter 
shall be deemed to be a “iudicial proceeding” within the 
meaning of sections 193 and 228 ^and for the 'purijoses 
of section 196 of the Indian Penal Code. 

38. The Income-tax Officer or Assistant Commissioner 
Power to call for may, foT the purposes of this Act, — 

information. 

(1) require any firm, or Hindu undivided family 
to furnish him with a return of the membei’s 
of the firm, or of the manager or adult 
male members of the family, as the case 
may be, and of their addresses; 

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930 {XXII 
of 1930). 
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P. 108. 
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(2) require anr person frlioni lie lias reason to be- 
heTe^to be a trustee, guardian, or agent, to 
furnisii i-irn with's. return of the names of 
the persons for or of -^v-hom he is trustee, 
guardian, or agent, and or their addresses. 

""'(5) require any yjersrjn lufiorn he has reason to oe- 
lieze to engaged in husiness, to furnish 
him ivith a return containing '[jarticviars of 
the location and style of his jjrincijjal y^ace 
Of husiness, and of his hranch hvsrnesses, 
if any. the names and addresses of his 
partners in any hus'iness. and the ertent of 
his oicn share and the shares of all such 
partners- in the profits of su.ch husiness or 
husinesses . 


39. ihe Income-taz Omcer or Assistant Commis- 
^ . sioner. or anv person authorised in 

tns redste: of coeix.- vTriting in tUis beUaii ov tde inzome- 
tors of cosopajij. Omcei or Assistant CommiS'foner, 

mav inspect and. if necessary, take copies or cause copies 
to be taken, of anv register of the members, debenture- 
holders or mortgagees of anv company or of any entry in 
such register. 


CHAPTEE V. 

LLiElLITY ir SpECLUL C.iSES. 

4:0. In the case of any guardian, trustee or agent of 
Gaardians. crn^-eos any peison being a minor. lunatic or 
ard agents. idiot OT residing out of British India, 

fall of vrhich persons are hereinafter in tnis settion in- 
cluded in the term '‘beneficiary''') being in receipt on 
behalf of such beneficiarq* of any income, profit^ 0 ,^ gains 
chargeable under this Act. the tax shall be tevieci upon 
and recoverable from such guardian. tru=tee or agent, as 
the case may be. in like manner and to the same ar.oount 
as it vrouhJ be leviable upon and recoveraF.Ie frorn.^ any 
such beneficiary if of full age. souno mind, or re-io^-nt 
m British India, and in direct receipt of ir^qine. 
profits or gains, and all tne provision' or t:.:- ‘ 'i.ali 

aymily a ccord ingly . 


ili c: 
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41. In the case of income, profits or gains chargeable P. 108. 

^ , under this Act which are received by 

Gluts 01 ar s.otc. Courts of Wai’cls, the Adminis- 

trators-General. the Official Trustees or by any receiver 
or manager (including any person whatever his designa- 
tion who in fact manages property on behalf of another') 
appointed by or under any order of a Court, the tax shall 
be levied upon and recoverable from such Court of Wards, 
Administrator-General. Official Trustee, receiver or 
manager in the like manner and to the same amounts as 
it would be leviable upon and recoverable from any per- 
son on whose behalf such income, profits or gains are re- 
ceived, and all the provisions of this Act shall apply ac- 
cordingly. 

42. (l) In the case of any person residing out c3fp. 15, 69, 
Non re-idents British India, all prolits or gains accru- HO, 


Cl 


ing or arising to such person, whether m, 
directly or indirectly, through or from any business con- 
nection or property in British India, shall be deemed to R. 33. 
be -income accruing or arising within British India, and 
shall be chargeable to income-tax in the ngme of tlie agent 
of any such person, and such agent shall be deemkl to be, 
for all the purposes of this Act, the assessee in respect of 
such income-tax ; 


Provided that any arrears of tax may be recovered P. 116. 
also in accordance with the provisions of this Act from 
any assets of the non-resident person which are, or may 
at any time come, within British India. 

( 2 ) Where a person not resident in British India, and HI, 
not being a British subject or a firm or company con- 
stituted within His Majesty’s dominions or a branch 
thereof, carries on business with a person resident in 
British India, and it appears to the Income-tax Officer 
or the Assistant Commissioner, as the case may be, that 
owing to the close connection between the resident and 
the non-resident person and to the substantial control 
exercised by the non-resident over the resident, the course 
of business between those persons is so arranged, that 
the business done by the resident in pursuance of his 
connection with the non-resident produces to the resident 
.either no profits or less than the ordinary profits which 



4.0 


P. 111. 


P.96. 


might be expected to arise in that business, the profits- 
derived therefrom or which may reasonably be deemed to- 
have been derived therefrom, shall be chargeable to in- 
come-tax in the name of the resident person who shall be- 
deemed to be, for all the purposes of this Act, the assesses* 
in respect of such ‘income-tax. 

* (3) Where any profits or gains have accrued or arisen 
to any person directly or indirectly from the sale in 
British India by him or by any agency or branch on his- 
behalf of any merchandise exported to British India by 
him or any agency or branch on his behalf from any place 
outside British India, the profits or gains shall be deemed 
to have accrued and arisen and to have been recjeived in 
British India, and no allowance shall be made under sub- 
section (£) of section 10 in respect of any buying or other 
commission whatsoever not actually paid, or of any other 
amounts not actually spent, for the purpose of earning 
such profits or gains. 

43. Any person employed by or on. bnhalf ol a pm’son 
. , ^ ... residing out of BritEsh Imfe,. or' having 

persons treated as any buSineSS COnnectlOII WTtni s-uch per- 

son, or through whom such person is in 
the receipt of any income, profits or gains upon whom the 
Income-tax Officer has caused a notice to be served of his 
intention of treating him as the agent of the non-resident 
person shall, for all the purposes of this Act, be deemed 
to be such agent : 

Provided that no person shall be deemed to be the- 
agent of a non-resident person, unless he has had an appor- 
tunity of being heard by the Income-tax Officer as to hi.s 
liability. 

44. Where any business, profession or vocation car- 
ried on by a firm has been discontinued, 
a discontinued toi or evciy pcrsoii wlio was at the time of 
partnership. g^ch discontinuance a member of such 

firm shall be jointly and severally liable for the amount 
of the tax payable in respect of the income, profits and 
gains of the firm, 

^Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 
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CHAPTER V-A * 

Special provisions relating to certain classes of 

SHIPPING. 

44-A. The provision of this Chapter shall, notwith- 
Liability to tax of Standing anything contained in the 
occasional shipping. other provisions of this Act, apply for 
the purpose of the levy and recovery of tax in the case of 
any person who resides out of British India and carries 
on business in British India in any year as the owner or 
charterer of a ship (such person hereinafter in this 
Chapter being referred to as the principal), unless the 
Income-tax Officer is satisfied that there is an agent of 
such principal from whom the tax will be recoverable in 
the following year under the other provisions of this 
Act. 

44-B. (1) Beore the departure from any port in 
Return of profits British India of any ship in respect of 
andgain.s. whicll the provisioiis of this Chapter 

apply, the master of the ship shall prepare and furnish 
to the Income-tax Officer a return of the full amount paid 
or payable to the principal, or to any person on his behalf, 
on account of the carriage of all passengers, live-stock 
or goods shipped at that port since the last arrival of the 
ship thereat. 

(S) On receipt of the return, the Income-tax Officer- 
shall assess the amount referred to in sub-section (1), 
and for this purpose may call for such accounts or docu- 
ments as he may require, and one-twentieth of the amount, 
so assessed shall be deemed to be the amount of the profits 
and gains accruing to the principal on account of the 
carriage of the passengers, live-stock and goods shipped 
at the port. 

(•5) When the profits and gains have been assessed as 
aforesaid, the Income-tax Officer shall determine the 
sum payable as tax thereon at the rate for the time being 
applicable to the total income of a company, and su(?h 
sum shall be payable by the master of the ship, and a port- 
clearance shall not be granted to the ship until the Cus- 
toms-collector, or other officer duly authorised to grant 
the same, is satisfied that the tax has been duly paid. 

^Inserted by the Indian Income-tax (Further Amendment) Act, 1925 (WVTT 
of 1933). 



42 


P, 115. 


P. 115. 


44~C, Nothing in this Chapter shall be deemed to 

Acijustmont. provent a principal from claiming, in 
any year following that in which any 
payment has been made on his behalf under this Chapter, 
that an assessment be made of his total income in the 
previous year, and that the tax payable on the basis there- 
of be determined in accordance with the other provisions 
of this Act, and, if he so claims, any such pa^unent as 
aforesaid shall be treated as a pajmient in advance of the 
tax and the difference between the sum so paid, and the 
amount of tax found payable by him shall be paid by him 
or refunded to him. as the case mav be. 

' V 


CHAPTER VI. 

Recovery of Tax and Penalties. 

45. Any amount specified as payable in a notice of 

„ , . , demand ^under subsection (4) of sec- 

T.::rte„p.y.bi.. tion 2S-A or nnAsv section 29 or an 

order under section 31 or section 32 or section 33, shall be 
paid within the time, at the place and to the person 
mentioned in the notice or order, or if a time is not so 
mentioned, then on or before the first dav of the second- 
month following the date of the service of the notice or 
order, and any assessee failing so to pay shall be deemed 
to be in default, provided that, when an assessee has 
presented an appeal under section 30 under section 
33- A, the Income-tax Officer may in his discretion treat 
the assessee as not being in default as long as such appeal 
is undisposed of. 

46. (2) "When an assessee is in default in making a pay- 
Mode and time of ment of income-tax the Income-tax 

recovery. Officer mav in his discretion direct 

that, in addition to the amount of the arrears, a sum not 
exceeding that amount shall be recovered from the assessee 
hy way of penalty. 

t(2--4) For the purposes of sub-section (2) the In- 
come-tax Officer may direct the recovery of any sum less 
than the amount of the arrears and may enhance the sum 

■* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1950). 

t Inserted by the Indian Income (Amendment) Act, 1928 (III of 1928). 
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so directed to be recovered from time to time in the case 
■of a continuing default, so however that the total sum so 
directed to be recovered shall not exceed the amount of 
the arrears payable. 

{2) The Income-tax Officer may forward to the Collec- P. 115. 
tor a certificate under his signature specifying the amount 
'of arrears due from an assessee, and the Collector, on 
receipt of such certificate, shall proceed to recover from 
such assessee the amount specified therein as if it were 
an arrear of land revenue. 

^Provided that without 'prejudice to au'y other powen^ 
of the Collector in this hehalf, he shall for the purpose oj 
recovering the said amount have in respect of the attach- 
ment and sale of debts due to the assessee the powers 
8-. lohich under the Code of Civil Procedure, 1908, a Civil 
Court has in respect of the attachment and sale of debts 
due to a judgment debtor for the purpose of the recover'^ 
of an amount due under a decree. 

{3) In any area, with respect to which the Commis- P, 115. 
sioner has directed that any arrears may be recovered by 
any process enforceable for the recovery of an arrear of 
.any municipal tax or local rate imposed under any enact- 
ment for the time being in force in any part of the pro- 
vince, the Income-tax Officer may proceed to recover the 
amount due by such process. 

{4) The Commissioner may direct by what authority 115. 
•any powers or duties incident under any such enactment 
as aforesaid to the enforcement of any process for the 
recovery of a municipal tax or local rate shall be exercised 
■or performed when that process is employed under sub- 
section (3). 

(5) If an}' assessee is in receipt of any income charge- p, 115, 
.able under the head “Salaries,” the Inc 9 me-tax Officer 
may require any person paying the same to deduct from 
any pa^vnent subsequent to the date of such requisition 
any arrears due from such assessee, and such person 
shall comply with any such requisition and shall pay the 
sums so deducted to the credit of the Government of 

India, or as the Central Board of Revenue directs, 

> . ■ — 

Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1955). 
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(h) 1 he J.ocnl (iovcrnmenl mny direct witli respect 
ro .'iny specilicd {ire.'i, (hat iiicoinc*tax shall he I’ecovered 
therein, with, and ns an addition to, any municipal tax 
(^j’ hK’.’il r.'ite hy the same pci'son and in the same manner 
as the mnniei])al tax or local rate is recovered. 


P. 115. 


(7) S.'ive ill accordance with the provisions of sub- 
se('ti(>n (l) of section 42. no })roceeding.s for the recovery 
ol any sum payable under this Act shall be commenced’ 
after the e.xpiration of one year from the last day of the 
year in which any demand is made under this Act. 


P. 115. imposed by way of penalty under the 

provisions of sub-section (2) of section 

Hf'-ov.-rv of pi'iir'ItK'fl. ' . V /. , . „ 

2;). section 26 or suh-.section (1) of 
sei-tion d<i. shall ho recoverable in the manner provided in. 
this Chapter foi' the recovery of arrear of tax. 


CHAPTER VII. 

Refunds. 

P.11,82, 48. (1) If a shareholder in a company who has receiv- 

116. ed any dividend thereh’om satisfies the' 

*' Income-tax Officer *'07’ other authority 

(rpi/ointpd bif the Governor General in Council in this 
behalf that the rate of income-tax applicable to the jDrofitS' 
or gains of the company at the time of the declaration of 
such dividend is greater than the rate applicable to his 
total income of the year in which such dividend was de- 
clared ior that his total income in such year is below the 
minimum chargeable ivith income-tax he shall, on jDroduc- 
tion of the certificate received by him under the provisions- 
of section 20, be entitled to a refund on the amount of 
such dividend (including the amount of the tax thereon) 
calculated at the difl’erence between those rates tor at 
the rate ayylicahle to the 'profits and gains of the com- 
pamj at the time of the declaration of such dividend, as 
the case may be. 

* Insei'tcd by the Indian Income-tax (Second Amendment) Act, 1930 (XXI 1 

t Inserted by the Indian Income-tax (Second Amendment) Act, 1955 
. (XVIII of 1953). 
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(;?) Tf a iiioinl)or of a registered firm oi' any persoiiV. 

■n'ho htijHf a mhior has Jh'rn adiniitrd to the heneftts of 71j 94, 
p(irtn( rship in sarh firm satisfies the Tiieomc-tax Officer 116. 
t or othrr authority appointed hy the GorrmoT General 
in Council in this hchalf llint tlie rale of ineomc-lax ap- 
plicable to ids total income of the ]n’evioiis yeai’ was less 
'than the rate at whieli income-tax lias been levied on t,he 
profits or gains of the firm of that, year ''or that his total 
iiH'omr- of thr pn rious year teas hrloic the mini mum 
chanyeahir irith incomr-fa.r. he shall he entitled to a re- 
fund on his share of those profits or gains calculated at 
'the difference bet, ■ween those rates 'or at the rate at which 
incomr-taw has hmi Jeri' d. as the case may hr. 

(d) If tlie owner of a security from the interest on P. 11, 76, 
which, or any person from whose salary, income-tax has 78, 

been deducted in accordance with the provisions of sec- 116. 

tion 18. sati.sfies the Tneomc-tnx Ofileer ‘tor other 
authority appointed hy the Gorrrnor General in Council 
m this hehalf that the rate of income-tax applicable to 
his total income of the jircvious year was less than the 
rate at which income-tax has been charged in making 
s;uch deduction in that year "-or that his total income of 
the prerious year was helow the minimnm charyeahle luith 
income-taw, he shall he entitled to a refund on the amount 
of interest or salary from which such deduction has been 
made calculated at the difference between those rates ^or 
« at the rate at which income taw has hcen deducted, as the 
case may he. 

^(4) For the purposes of this section, ‘total income’ P. 116. 
includes, in the case of any person not resident in British 
India, all income, profits and gains wherever arising, 
accruing or received, whicli, if arising, accruing or receiv- 
ed in British India, would be included in the computation 
of total income under section 16. 

+ (5) Nothing in this section shall entitle to any re- P. 116. 
fund any person not resident in British India who is 
neither a British subject as defined in section 27 of the 

■'‘Inserted by the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1933). 

+ Inserted hy the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 

Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 
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British Nationaiity and Status of Aliens Act, 1914 nor a ^ 
subject of a State in India. ’ ^ 


p. m. 


‘48-A. (l) If in any case not provided for by section 48 
General power to or by the provisions relating to refunds 
ma e refunds. elsewiiere contained in this Act the In- 

come-tax Officer is satisfied, upon claim made in this be- 
half. that tax has been paid b}* or on behalf of any 
person-T,vith which he was not properly chargeable or 
which was in excess of the amount with which he was 
properly chargeable, the Income-tax Officer shall allow 
a refund to such person of the amount so paid or so> 
paid in excess. 


(i*) The Assistant Commissioner in the exercise of his 
appellate powers, or the Commissioner in the exercise of 
his appellate powers or powers of revision is satisfied tO’ 
the like efi'ect shall in like manner cause a refund to be- 
made by the Income-tax Officer of any amount found to 
have been wrongly paid or paid in excess. 

(S) ICothing in this section shall operate to validate 
any objection or appeal which is otherwise invalid or to- 
authorise the revision of any assessment or other matter 
which has become final and conclusive, or the review by 
any officer of a decision of his own which is subject to- 
appeal or revision, or where any relief is specifically pro- 
vided elsewhere in this Act, to entitle any person to any 
relief other or greater than that relief. 


49. (I) If any person who has paid Indian income- 
p 120 . . .tax for anv year on any part of his 

121,* nSr^Engdom^ in- iucome proves to the satisfaction of the- 
123. come-tax. ' Income-tax Officer that he has paid' 

United Kingdom income-tax for that year in respect of 
the same part of his income, and that the rate at which 
he was entitled to, and has obtained, relief under the 
provision of section 27 of the Finance Act, 1920. is less 
than the Indian rate of tax charged in respect of that iq i 
part of his income, he shall be entitled to a refund of a s, c 
siun calculated on that part of his income at a rate equal 
to the dift’erence between the Indian rate of tax tor th^ 

* Inserted by the Indian Income-tax (Second .-Vniendment^ A'-t, 19S3 
{XVIII oi 1935).' 

tlnserted byt the Indian Income-tax (Amendraenti .Act. 193-t {XXIX o: 19341. 
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afiyroimate rate of United Kingdom income-taa:, ivhich- 
ever is less, and the rate at which he was entitled to, and, 
obtained, relief under that section : 

(£?) In sub-section (2) — 

{a) the expression “Indian income-tax” means- 
income-tax and super-tax charged in ac- 
cordance with the provisions of this Act; 

(b) the expression “Indian rate of tax” means the- 

amount of the Indian income-tax divided by 
the income on which it was charged; 

(c) the expression “United Kingdom income-tax” 

means income-tax and super-tax chargeable 
in accordance with the provisions of the In- 
come-tax Acts. 


^{d) the expression ‘appropriate rate of United 
Kingdom income-tax’ has the meaning assign- 
ed to that expression in section 27 of the 
Finance Act, 1920. as amended by the- 
Finance Act, 1927. 


*4:9-A. Where under any of the provisions of this 4ct, 
s ofi ^ refund is found to be due to any 
S refund^ pei'son, the Income-tax Officer, Assist- 
against tax remaining aiit Commissioner or Commissioner. 

pavaole. . i ^ ^ 

as the case may be, may, in lieu or 
payment of the refund, set off the amount to be refunded, 
or any part of that amount against the tax, if any, re- 
maining payable by the person to whom the refund is due 

Whei'e through death, incajDacity bankruptcy 
Power of representa- liquidation oi’other causc, a person 
who would but for such cause have 
been entitled to a refund under any 
of the provisions of this 
make a claim under section 48 or 48-A or 49, 
receive such refund or to make such claim, his executor, 
administrator or other legal representative, or the trustee 
or receiver, as the case may be, shall be entitled to receive 
such refund or to make such claim for the benefit of such 
person or his estate. 


tive of deceased 
person or person 
disabled to make 
claim on his behalf. 


Act, or to 
is unable to 


* Inserted by the Indian Income-tax (Second Amendment) Act, 1955 
(XVIII of 1955). 

■Mnserted by the Indian Income-tax (Amendment) Act, 1954 (XXIX of 1934). 
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50. Xo ciaiiJi tojiDv reiund oi iDcome-t^x UDder i5is 

>hn]] be allowed, unless it is 
■ ^ vrhhm one year from the last day 

y'o ;.ear in v.dn'rb tax %vas recorered ^or Otjor^ fhe 
yi^ 1,7 ■‘.I- or 07/ JO' .70 cornTncuciita after the {.rrdry 
■"' yrar . a' if/y'i/ if clause (ll) of -sec^ 

. " y -;/ ''■/*' jTiCoui^ aro.^'C oTt 'tclifch the tax iras 


' . .'r.r, n , 7r/t r. r p.-rfod may atjnr/-- later i Prorldcd 
a I'.'aiTa to r-f^-r.nl -r,iirhr ^fctlori 19 may he admitted 
rr''." t!i’ y /'lod r,7 1 (TTiitatioii hereiTi prescrihed, ivhen 
aj>j>h^a:d .'atiSp^.' t!“' Commi>'>'ioi7er. or o'li Assistant 
• f-r.,::, .yc7o:,( r o7 J7iCom>-taj' specially empowered fj? this 
In? 7 hy th^' Centra? Board of Berenv.^’. that he had 
fijp^itnt rnv.'‘' fc/r not mal:ina the claim vcithin such 
n-riod. 


toO-A. (J'i Any person objecting to a refusal of an 
.Arp'-.-.! lurome-tax Olucer to alloyr a claim to 

of r-f :r.i ^ refuiid iiuder section 45 or 4S-A or 

49 or to I he amount of the refund made in any such ease. 
may appeal to the Assistant Commissioner. 

id) The appeal shall be presented yrithin thirty days 
of the date on 'ivhich the refusal of the refund or the 
amount of the refund alloyed yas communicated to the 
appellant. 

* The appeal shall be made in the prescribed form 
and shall be rerihed in the prescribed manner. 

iJ) The Assistant Commissioner may, after giying 
the appellant an opportnnity of being heard, pass snch 
orders as he thinks St. 


CHAPTER Vin. 

OrrHxcES axd Penaxites. 

?. 76. 90. 51. If a person fails yithont reasonable cause or 

"ail’ore raaie CXCUSe 

or Sgtiver 
yArris or stat'emeats 
or slloTc- inspection. 

(a) to deduct and pay any tax as reqnired by sec- 
tion IS or under snb-section (-5) of section 

46: 

Ir.senea ty tie Indian Incoice-Ms: (Second - 43 ngnarasDt) Act, 2950 {XXH 

n tie Indian Inconae-i&s (Second XmendnsenO j-5co 

,'XyiiiTf 3933'). 
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(&) to furnish a certificate required by sub-sec- 
tion {g) of section 18 or by section 20 to be , 
furnished ; 

(c) to furnish in due time any of the returns P. 889 84, 
mentioned in fseciion 19- A, ^section 20- A, SSs 86s 
section 21, section 22, or section 38; 88. 

{d) to produce, or cause to be produced, on or be- 
fore the date mentioned in any notice under 
sub-section (4) of section 22, such accounts 
and documents as are referred to in the 
notice ; 

{e) to grant inspection or allow copies to be taken 
in accordance with provisions of section 
39, 

he shall, on conviction before a Magistrate, be punishable 
with fine which may extend to ten rupees for every day 
during which the default continues. 

52. If a person makes a statement in a verification P, 8^9 
False statement in mentioned in \ section 19- A ' or ^section 101 . 
declaration. 20- A OT section 22, loT sub-sectiou (2) 

of section 26- A , or sub-section (S) of section 30 or sub- 
section (2) of section 32 lor suh-section (2) of section S3- A 
'^or snb-section {S') of section 50-A which is false, and 
which he either knows or believes to be false, or does not 
belieye to be true, he shall be deemed to have committed 
I860 the offence described in section 177 of the Indian Penal 
Code. 


53. (1) A person shall not be proceeded against for _ 
an offence under section 51 or section 


iPrOSGCUt* , t "b JL Ot»OU±VJj 

instance of Assistant 52 except at the instance of the Assis 

Commissioner. tfl.nt CoTnmi.QsinnPT’ 


Commissioner. taiit Commissioiier. 

{2) The Assistant Commissioner may stay any such 
proceeding or compound any such offence. t 

t Inserted by the Indian Income-tax (Amendment) Act, 1926 (XXIV 
of 1926). 

^Inserted by the Indian Income-tax (Second Amendment) Act. 1935 
(XVIII of 1935). 

+ Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930). 
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51. (7) All pai'Licnlnr.s contained in any statement 
nf infor. rctum fumislied or accounts or 

miitiot, by a la.biio docunicnts pi’oduced under the jDro- 
, visions of this Act, or in any -evidence 
given, or afUdavit or deposition made, in the course of any 
proceedings under this Act other than proceedings under 
this Clia])ter, or in any record of any assessment proceed- 
ing, or any })i’occcding, relating to the recovery of a de- 
mand, prc])arcd for tiic purposes of this Act, shall he 
treated as confidential, and, notwithstanding anything 
contained in the Indian Kvidence Act, 1872, no Court ^ 
shall, save as provided in this Act, be entitled to require 
any public servant to produce before it any such return, 
accounts, documents or record or any part of any such 
record, or to give evidence before it in respect thereof. 

(2) If a public servant discloses any particulars con- 
tained in any such statement, return, accounts, docu- 
ments, evidence, affidavit, deposition or record, he shall 
be punishable with imprisonment which ma}’" extend to 
six months, and shall also be liable to fine : 


Provided that nothing in this section shall apply to 
the disclosure — 

(a) of any such particulars for the purposes of a pro - sLVof 
secution under . . the Indian Penal Code 
in respect of any such statement, return, 
accounts, documents, evidence, afiSdavit or 
deposition, or for the purposes of a prose- 
cution under this Act, or 

[h) of any such particulars to any person acting in 
the execution of this Act where it is neces- 
sary to disclose the same to him for the 
purposes of this Act, or 

(r) of any such particulars occasioned by the law- 
ful emploj'Tuent under this Act of any 
process for the service of any 7JLOtice or the 
recovery of any demand, or 
tl’cc) of any such 'particulars occasioned hy the 
lawful exercise by a public servant of his 

♦Amended by the Indian Income-tax {Second Amendment) Act, 1930 (XXII of 

^^t^'lnserted by the Indian Income-tax (Second Amendment) 'Act, 1933 
{XYIII of 1933). 



'powers under the Indian Stamp Act, 1899, 
to impound an insufficiently stamped docu- 
ment, or 

(d) of such facts to an authorised officer of the 
United Kingdom, as may be necessary tq 
enable relief to be given under section 27 
of the Finance Act, 1920, or a refund to be 
given under section 49 of this Act ; 

^Provided, further, that nothing in this section shall 
apply to the production by a public servant before a Court 
of any document, declaration or affidavit filed, or the 
record of any statement or deposition made in a proceed- 
ing under section 26A, or to the giving of evidence by a 
public servant in respect thereof. 

Provided, further, that no prosecution shall be insti- 
tuted under this section except with the previous sanc- 
tion of the Commissioner. 


CHAPTER TX. 


Super-tax. 


55. In addition to the income-tax charged for any g 
^ ^ year, there shall be charged, levied and 1 1 1 3 ’ 

paid for that year in respect of the total 130 . 
income of the previous year of any ^individual, Hindu 
undivided family, company, unregistered firm or other 
association of individuals, not being a registered firm, 

Xan additional duty of income-tax (in this Act referred 
to as super-tax) at the rate or rates laid down for that 
year by Act of the Indian Legislature. 


Provided that, where the profits and gains of an un- p 
registered firm have been assessed to super-tax, super-tax f 

shall^ not be payable by an individual having a share in 
the firm in respect of the amount of such profits and gains 
which is proportionate to his share. 


* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI 
of 1930). V ; , V 

+ Amended by the Indian Income-tax (Amendment) Ac^, 1924 (XI of 1924). 
JNote. — See note to Section 3. 
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P.ll. 

ISO. 


P. ISl. 


P. 116, 
ISO. 



for 


r\irpo?-'« o: sup,'v-T'-»s, V ilij I CUCU. i'uiup'. 

fered f.rjn or otr^or assoctafioJi of individuah, shall, 
the purposes of super-tax be the total income as assessed 
for the purposes of income-tax. and where an assessment 
of total income has become tinal and conclusive for the 

year, the assessment 
conclusive for the 


purposes oi 
shall also 




income-tax 

for 

be final 

an 

uper-tax for 

the 



1 the case of 

anv' 


person resiain^ 


Xon-iv^:u 




out 01 

British India who is a member of a 
registered firm, and whose share of the 
profits from such firm is liable to super-tax. the remaining 
members of such fimm who are resident in British India 
shall be iointlv and severallv liable to pav the super-tax 
due from the non-resident member in respect of such 
share. 

(3) IVhere anv person pavs anv tax under the provi- 
sions of this section on account of '^another person who is 
residing out of British India, credit shall be given there- 
for in determining the amount of the tax to be paVable by 
any agent of such non-resident '^'person under the provi- 
sions of sections 42 and 4o. 

5S. All the provisions of this Act lirelatino to tl‘’ 
Avriic'.eor.o: Ac:t:o chorne. o-^eessment. coUecficn and re- 
corer-' of incorie-tax erc^vt too.^f' crn~ 

% - L ' ' 

tained in section S. the proviso to sub-section (2) of sec- 
tion T, the iiv'Jccc'ni and third provisos to section S. sub- 

;. iP. 20, 21. 

Section dS-G 


section of section 14. and sections 15. 


IS, i-5S-F end si:?-sect'ions (?1 


shall appiv. so far as inav 
collection and recoverv of s 

V 


(I r, (I 


{d) 


or 


e. to the charge, assessment. 


'■n " 


-tax. 




’ y :r? Int:— nvo:"?--x (A™— d-?-:' A?;, liC- ‘XI cf 
- Vy :re Ird-.'-' ' Av_'?rd—?n-C Ac:. 1PC5 (V cf ICCc' r.nd 

rtfV'rci'f'xt OY Iv.hir.zi [III 


‘A:--?"d?d dy tr? Ir-dh" (A~?xda:f;r. Ac:. IPCd fXXIV cf 1PZ6'. 

l:',5cr:-cd 'ey the Ii;d:c.i: Ii;cc":?-:r.x (Aixc-dcccxt' Act. -?fS '_XXIV 


cf t?CS'. 

r Ic.jcrtcd 'cv lucdc-Ti Ii'.cc:">:cx JScccxd 

XVIII cf^ lyCy', 

5 KfcCvhfd 'cv Ir.d’hn Ir.ccrc.e-iax (Sccc-d 
XVIII 'cf ircv'. 


Arcrndrc-rx:' Act, IScc 
Ariexdn:?^!' Act. 1355 



(2) Save as- provided in ^sub-sections {S-A), {SB), 

(SC) A' and (SD) of section 18, section 57 ^and section 
58-H, super-tax shall be payable by the assessee direct. 


^CHAPTER IX- A. 

Special Provisions relating to certain classes oe 

Provident Funds. 

58- A. In this Chapter, unless there is anything repug- P. 34. 
Deflnittons. uaut in the subject or context, — 

(a) a "recognised provident fund” means a provi- 
dent fund which has been and continues to 
oe recognised by the Commissioner, in ac- 
cordance with the provisions of this 
Chapter ; 

(h) an "employer” means — 

(i) a Hindu undivided family, company, firm 

or other association of individuals or 
persons, or 

(ii) an individual engaged in a business, pro- 

fession or vocation whereof the profits 
and gains are assessable to income-tax 
under section 10 or section 11, maintain- 
ing a provident fund for the benefit of 
his or its employees; 

(c) an "employee” means an employee participat- 

ing in a provident fund, but does not in- 
clude a personal or domestic servant; 

(d) a "contribution” means any sum credited by 

or on behalf of any employee out of his 
salary, or by an employer out of his own 
monies, to the individual account of an 
employee, but does not include any sum 
credited as interest; . 

Z Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIIl 
of 1933). ; 

^Inserted by the Indian Income-tax (Provident Funds Relief) Act, 1929 
(XII of 1929). 

§ Repealed by the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1933): 1 ; ' , 
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The appeal shall be in the form and shall be verified 
in the manner prescribed by the Central Board of 
Revenue. 

58-C. (1) In order that a provident fund may receive P. 26, 27. 

Conditions to bo •''nd retain recognition, it sliall satisfy 
satisfied by a rccog- the conditious Set out below and any 
nisod provident fund other couditions wliicli the Governor 

General in Council may, b}'- rule, prescribe — 

(a) All employees shall be employed in India, or 

shall be employed by an employer whose 
principal place of business is in British 
India. 

(b) The contributions of an employee in any year 

shall be a definite proportion of his salary 
for that year, and shall be deducted by the 
employer from the employee’s salary in that 
proportion, at each periodical payment of 
such salary in that year, and credited to 
the employee’s individual account in the 
fund. 

(c) Subject to the provisions of section 58-D, the 

contributions of an employer to the indivi- 
dual account of an employee in any year 
shall not exceed the amount of the contri- 
butions of the employee in that year, and 
shall be credited to the employee’s indivi- 
dual account at intervals not exceedim^ 
one year. 

(d) The fund shall consist of contributions as 

' above specified, of accumulations thereof, 

and of interest (simple and compound), 
credited in respect of such contributions 
and accumulations, and of securities pur- 
chased therewith and of no other sums. 

(e) The fund shall be vested' in two or more 

trustees* or in the Official Trustee, under 


* Inserted by the Indian Income-tax (Amendment) Act, 1931 (IV pf 1931). 



u trust Avhicli slnill uot bo revocublo suve 
Avitli the consent of all the beneiicuiries. 

(t) 'Uhe eiuplover shall not be entitled to recover 
any sum %vhatsoever from tlie fund, save in 
cases where the enroloveo is dismissed to: 
misconduct or voluntarily leaves his emolov- 
ment otheinviiJe than on account of ill- 
health or other unavoidable cause before 
the exniration of the term of service speei- 
tied in this behalf in the regulations of tlie 
fund. 

In siicTi cases tlie recoveries made bv tlie emplover 
shall be limited to tiie contributions made 
by him to tbe individual account of tlie 
employee, and to interest (simple and com- 
pound) credited in respect of sueli contri- 
but ions and accumulations thereof, in ae- 
cordanee witli tlie regulations of the 
fund. 


(a) The accumulated balance due to an enuolovee 
shall be payable pn the day he ceases to be 
an employee of the employer maintaining 
the fund. 


(/:) teave as provided in clause (r). or in accord- 
ance with sne^i conditions and restrictions 
as the Governor General in Council may. by 
rules, prescribe, no portion of the balance 
to the credit of an employee shall be paya.ble 
to him. 

(f) '\\ here there is a repugnance between any regula- 
tion of a recognised fU'cvideut fund and any provision 
of this ^ Chapter or of the rules made thereunder, the 
regulation shall, to the extent of the repmrnance. be of 
no efiect. 


The Conuuisstoner may. at any time, require that 
such repngiuince shall be removed from the resrulations 
of the fund. 
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58-B. Subject to any rules which the Governor P. 26. 
^ General in Council may make in this 

BfcricS'sof'empiryer^s behalf, the Commissioner may, in res- 
contribufions in cer- peot of aiw particular fund, relax the 

tain cases. / \ i 

provisions oi condition (c) oi sub-sec- 
tion (l) of section 58-C — 

(c) so as to permit the payment of larger contri- 
butions by an emx3lo3'er to the individual 
accounts of employees whose salary does 
not exceed five hundred rupees per mensem, 
and 

(&) so as to permit the crediting by employers to the 
individual accounts of ^ employees of 
periodical bonuses or other contributions 
of a contingent nature, where the calcula- 
tion and pa^rment of such bonuses or other 
contributions is provided for on definite prin- 
ciples bj^ the regulations of the fund. 

58-B. The annual accretion in any year to the balance 

Annual .aceWon tile Credit of an ‘employee participat- 
deeinedto be income ing in a recoguised providcut fund 

shall be deemed to have been received 
by him in that year and shall be included in his total in- 
come for that year, and, subject to the exemptions 
specified in section 58-F, shall be liable to income-tax and 
super-tax. 

Provided that, for the purpose of sub-section (5) of 
section 15, out of such annual accretion only the em- 
ployee’s own contributions shall be included in his total 
income. / 


58-F. (1) An employee shall not be liable to pay in- p. 23^^ 

Exemption of comc-tax ou coiitributioiis to his indivi- 28, 29. 

annual accretion from dual account in a recoffuised provident 

income-tax. a i • o .1 ^ « 

lund, in so far as the aggregate cf 
such contributions in any year does not exceed one-sixth 
of his salary in that year. " 

{£) In the accounts of a recognised provident fund, 
the contributions exempted from income-tax under sub- 
section (1) and accumulations thereof shall be shown 
separately, and interest thereon shall be calculated and 
shown separately. Such interest shall be exempt from 
payment of income-tax, in so far as it is allowed at a 
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lyte not exceeding such rate as the Govermi General in 
Council may, by notification in the d^azette of India fix 
m this behalf. ’ 

58-(j. (1) Where the accumulated balance due to an 

, emp%ee participating in a recognised 
miStSXncofrom Pi’^^ident fund becomes payable, such 
ihcomo-tnx and super- accumulated balance shall be exempt 

from payment of super-tax except to 
the extent of an amount equal to the aggregate of the 
amounts of super-tax on annual accretions that would 
have been payable under section 58-E up to the first day 
of April, 1933, if the Indian Income-tax (Second Amend- 
ment) Act, 1933, had come into force on the 15th -March. 51? 
1930. 

(2) Where an employee participating in a recognised 
provident fund has rendered continuous service with his 
employer for a period of not less than five years, and the 
accumulated balance due to him becomes payable, such 
accumulated balance shall be exempt from payment of in- 
come-tax! and shall be excluded from the computation of 
his total income : 

Provided that the Commissioner of Income-tax mav 
allow such exemption and exclusion where the employee 
has rendered continuous service with the employer for a 
period of less than five years, if, in his opinion, the service 
has been terminated by reason of the employee’s ill- 
health, or b}'' the contraction or discontinuance of the em- 
ployer’s business, or other cause beyond the control of the 
employee. 

(S) Where exemption from payment of income-tax is 
not allowed under the provisions of sub-section {2), the_ In- 
come-tax Officer shall calculate the total of the various 
sums of income-tax from the payment of which the contri- 
butions and interest credited to the employee’s individual 
account have been exempted under the provisions of sub- 
^ sections {1) and {2) of section 58-F, and such total shall 
be payable by the employee, in addition to any other in- 
come-tax for which he may be liable for the year in which 
the accumulated balance due to him becomes payable. 


* Inserted by the Indian Income-tax (Second Amendment) Act, 1933 

(XVIII of 1933). . , , T 

tThe words "and supper-tax” repealed by the Indian Income-tax 

(Second Amendment) Act, 1933 (XVIII of 1933). 
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58-H. The trustees of a recognised provident fund, or 
Dohictionnt.smirco ollici' ]uu'son aulhoriscd bv tlic rcgiila- 
of incomo-t^nx pay^ tious of thc fuiul to wnke })nymcnt of 
bSinncc^ ' accnmnlntcd balances due to employees, 

shall, at the time an accumulated balance due to an 
employee is paid, deduct therefrom any income-tax ])ay- 
ble under sub-section (•>) of section 58-0. and any in- 
come-tax and super-tax payable on an employee's total 
income as determined undei; .sub-scetion (.>) of section 
5S-J. ancl sub-sections (//) to (0) of section IS shall apply 
as if the sum to be deducted were income-tax payable 
under the head “Salaries”. 

58-1. {1) The accounts of a recognised provident fund p 
Accounts of rcco-. sliall bc maintained by the trustees of ’ ' * 
ni^cci provident funds. fuiul and shall bc in such form and 

for such periods, and shall contain such particulars as the 
Central Board of Bevenue may prescribe. 

(2) The accounts shall be open to ins])cction at all 
reasonable times by Income-tax authorities, and the 
trustees shall furnish to the Income-tax Onicer such 
abstracts thereof as the Central Board of Revenue may 
pre.scribe. 

58- J. (7) Wliere recognition is accorded to a provident P. 30. 
TreaWntofbnw foud witli cxisting balauccs, an account 
COR in newly rccoR- .sliall bc made of the fund up to the day 

niscd provident funds. wlhcll tllC recognition • 

takes effect, showing the balance to the credit of each em- 
ployee on such day, and containing such further parti- 
culars as the Central Board of Revenue may prescribe. 

(2) The account shall also show in respect of the 
balance to the credit of each employee the amount thereof 
which is to be transferred to that employee’s account in 
the recognised provident fund, and such amount (herein- 
after called his transferred balance) shall be shown as the 
balance to his credit in the recognised provident *fund on 
the date on which the recognition of the fund takes effect, 
and sub-sections (5) and (4) shall apply thereto. 

Any portion of the balance to the credit of an 
employee in the existing fund which is not transferred 
to the recognised fund shall be excluded from the accounts 



P. 133. 


p 00.04 

P. 141. 
R. 25-32, 
35. 

R. 33-35. 
R. 36-40. 


( 



5S-T»I. 1 Ills ( iiajiU’r sliall not apply to any proTident 
'ill, "iti'in i>r t*,i I fund to which the Provident Funds Act, 
11125. applies. 


CIIAPTKR X. 

Mipcellaxeous. 

59.(/} i hr Central Board of Revenue may, subject to 

i’. v rr'.-Mr.'.k..rm'M. ^ Govemoi’ General in 

Council, make rules for carrying out 
tiie piiqioses of this Act and for the ascertainment and 
delermination of any class of income. Such rules may be 
ina.de lor (he viiolc of British India or for such part 
thereof as may he specified. 

(2) Without prejudice to the generality of the fore- 
going power, such rules may — 

(u) prescribe the manner in vrhich, and the proce- 
dure by which, the income, profits and gains 
shall be arrived at in the case of — 

(/) incomes derived in part from agriculture 
and in part from business: 

(fi) insurance companies; 

(///) persons residing out of British India; 

(If) prescribe the procedure to be followed on appli- 
cations for refunds; 

(c) provide for such arrangements with His 

Majesty’s Government as may be necessary 
to enable the appropriate relief^ to be 
granted under section 27 of the finance 
Act, 1920, or under section 49 of this Act; 

(d) prescribe the year which, for the purpose of 

relief under section 49, is to be taken as cor- 
responding to the year of assessment for the 
purposes of section 27 of the Finance Act, 
1920; and 

(e) provide for any matter which by this Act is to 

be prescribed. 



bo 

I 

■'*(.)) In case?; coming under clause (a) of suh-scclion 
(J). where the income, protils and gains liable to fax can- 
not. he definitely ascertained, or can he ascertained only 
with an amounl of trouble and expense to the asscssee 
which, in tlie o]hnion of the Central Board of I^cvenue, 
is unreasonable, the rulc.s made under t.hat sub-.scc- 
lion may — 

{(i) prescribe methods by which an estimate of such 
income. ])rofits and gains may be made, and 

(h) in cases coming under .sub-clause (/) of clause 
(a) of sul)-.seetion (C), prescribe the propor- 
tion of the income which shall be deemed to 
be income, profits and gains liable to tax, 
and an assessment based on .such estimate or ])roportion 
shall be deemed to be duly made in accordance vvith the 
jDi'ovisions of this Act. 

(4) The power to make rules conferred by this section -1^33^ 
shall, except on the first occasion of the exercise thereof, 
be subject to the condition of previous publication. 

(5) Rules made under this section shall be published 
in the Gazette of India, and shall thereupon have effect 
as if enacted in this Act. 

60. (2) The Governor General in Council may, by noti- p 13 
Power to raako ficatiou iu tlic Gazcttc of India, make ’ ’ 

csomptions, etc. an cxemptiou, reduction in rate or 
other modification, in respect of income-tax in favour of 
, any class of income, or in regard to the whole or any part 
of the income of any class of persons. 

t(:2) Where, by reason of any portion of an assessee’s 
salary being paid in arrears or in advance for. hy reason of 
his having received in any one financial year salary for 
more than twelve months, his income is assessed at a rate 
higher than that at which it would otherwise have been 
assessed; the Governor General in Council may grant 
such relief as he may think fit. 

* Inserted by the Indian Income-tax (Amendment) Act, 1927 (XXVIIl 
of 1927). 

flnserted by the Indian Income-tax (Amendment) Act, 1950 (XXI of 1930). 

tinserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1933). ' ’ 
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n 


P. 90. 


P. 1S7. 


P. 138. 


. 35, 83. 


61. Any assessee, who is entitled or required to attend 

auiiEoc?ropresent?- ^^7 income-tax authority in 

tivo. connection with any proceedings, under 

this Act, may attend either in person or by any person 
authorised by him in writing in this behalf. 

62. A receipt shall be given for any money paid or 
Receipts to bo given- recovered under this Act. 


63. (1) A notice or requisition under this Act mav be 

service ot notice., therein-named 

either by post or, as if it were a 
summons issued by a Court, under the Code of Civil Pro-vofiooc 
cedure, 1908. 


(£) Any such notice or requisition may, in the case of 
a firm or a Hindu undivided family, be addressed to any 
member of the firm or to the manager, or any adult male 
member of the family *and, in the case of any other asso- 
ciation of individuals be addressed to the 'princi'pal officer 
thereof. 

64, (i) Where an assessee carries on business at any 

^ place, he shall be assessed by the In- 

laceo assessment. Officer of the area in which 

that place is situate or, where the business is carried on 
in more places than one, by the Income-tax Officer of the 
area in which his principal place of business is situate. 

{£) In all other cases an assessee shall be assessed by 
the Income-tax Officer of the area in which he resides. 

(S) Where any question arises under this section as to 
the place of assessment, such question shall be determined 
by the Commissioner, or, where the question is between 
places in more provinces than one, by the Commissioners 
concerned, or, if they are not in agreement, by the Central 
Board of Revenue ; 

Provided that, before any such question is determined 
the assessee shall have had an opportunity of representing 
his views. 


' (4) Notwithstanding anything contained in this sec- 
tion, every Income-tax Officer shall have all the powers con- 
ferred by or under this Act on an Income-tax Officer in res- 
pect of any income, profits or gains accruing, or arising 
or received within the area for which he is appointed. 


♦Amended by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924). 
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65. Every person deducting retaining or paying any 

tax in pursuance of this Act in respect 
Indemnity. inconic belonging to another person 

is hereby indemnified for the deduction, retention or pay- 
ment thereof. 

66. (1) If, in the course of any assessment under this 

statement of case 4<=t oi fny proceeding in connection 
by Commissioner to therewith otlier than a proceediitg 
High Court. under Chapter VIII, a question of law 

arises, the Commissioner may, either on his own motion 
or on reference from any Income-tax authoi’ity sub- 
ordinate to him, draw up a statement of the case and 
refer it with his own opinion thereon to the High 
Court. 


(2) * Within sixty days of the date on which he is served 
with notice of an order under section 31 or section 32 ta;* 
of an order under section 33 enhancing an assessment or 
otherwise 'prejudicial to him \ or of a decision hy a Board 
of Referees under section 33-A, the assessee in respect of 
whom the order \or decision was passed may, by applica- 
tion accompanied by a fee of one hundred rupees or such 
lesser sum as may be prescribed, require the Commissioner 
to refer to the High Court any question of law arising 
out of such order | or decision, and the Commissioner 
shall, within *sixty days of the receipt of such applica- 
, tion, draw up a statement of the case and refer it with 
his own opinion thereon to the High Court : 

Provided that a reference shall lie from an order 
under section 33 only on a question of law arising out of 
that order itself, and not on a question of law arising out 
of a previous order under section 31 or section 32, revised 
'by the order under section 33 ; 

Provided further that if in exercise of his power of 
revision § under section 33, the Commissioner decides 
the question tor if the Commissioner rejects the appli- 
cation on the ground that it is time barred or otherwise 


^Amended by the Indian Income-tax (Second Amendment) Act, 1930 (XX i I 
of 1930). 

t Inserted by the Indian Income-tax (Second Amendment) Act, 1935 
(XVIII of 1933). 

+ Inserted by the Indian. Income-tax (Amendment) Act, 1930 (XXI 
of 1930). 

§ Amended by the Indian Income-tax (Amendment) Act, 1923 (HI 
of 1928). 
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vvcomprtnit, or ?/, ?w exercise of his powers under suh- 
srrfion {.]), the Commissioner refuses to state the case 
tho nssessec may hoithin thirty days from the date ok 
winch hr rccnvrs notice of the order passed hy the Com- 
missioner withdraw his application, and if he does so, the 
fee paid shall be refunded. 

(•->) If on any application being made under sub-sec- 
tion {2), the Commissioner refuses to state the case on the 
ground that no question of law arises, the assessee may 
npplv \\wiihin six months from the date on which he is 
served with notice of the refusal to the High Court, and 
the High Court, if it is not satisfied of the correctness of 
the Commissionei'’s decision, may require the Commis- 
sioner to state the case and to refer it, and, on receipt of 
nny such requisition, the Commissioner shall stete and 
refer the case accordingl3^ 

//, on any application being made under sub- 
section (2), the Commissioner rejects it on the ground that 
it is time barred, the assessee may^ within two months 
from the date on which he is served with notice of the 
■order of the Commissioner, apply to the High Court, and 
the High Court, if it is not satisfied of the correctness of 
the Commissioner's decision, may require the Commis- 
sioner to treat the aiipUcation as made within the time 
allowed under sub-section {2). 

(i) If the High Court is not satisfied that the state- 
ments in a case referred under this section are sufficient to 
enable it to determine the question raised thereby, the 
Court may refer the case back to the Commissioner by 
whom it was stated to make such additions thereto or 
alterations therein as the Court may direct in that 
behalf. 

(5) The High Court upon the hearing of any such 
case shall decide the questions of law raised thereby, and 
shall deliver its judgment thereon containing the grounds 
on which such decision is founded, and shall send to the 
Commissioner by whom the case was stated a copy of such 
judgment under the seal of the Court and the signature 

by the Indian Income-tax (Second Amendment) Act, 1935 (XVIII 

II Amended by the Indian Iimoj^tax — JAmendment) Act, 1924 (XI 
,of 1924). 
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'of the registrar, and the Commissioner shall dispose of 
the case accordingly, or, if the case arose on a reference 
from any Income-tax authority subordinate to him, shall 
forward a copy of such judgment to such authority who 
'Shall dispose of the case conformably to such judgment. 

(6) Where a reference is made to the High Court on 
the application of an assessee, the costs shall be in the dis- 
cretion of the Court. 

(7) Notwithstanding that a reference has been made 
Tinder this section to the High Court, income-tax shall be 
■payable in accordance with the assessment made in the 
tease : 

Provided that, if the amount of an assessment is re- 
>duced as a result of such reference, the a;mount overpaid 
:shall be refunded with such interest as the Commissioner 
may allow. 

*(7A) Section 5 of the Indian Limitation Act, 1P05, isos. 
■shall a'p'ply to an application to the High Court by an 
•assessee under sub-section (3) or sub-section {SA). 

t(5) For the purposes of this section '‘the High Court” 
aneans — 

(a) in relation to the North-West Frontier Pro- 
vince and British Baluchistan, the High 
Court of Judicature at Lahore; 

-•{b) in relation to the province of Ajmer-Merwara, 
the High Court of Judicature at Allahabad; 
and 

(c) in relation to the province of Coorg, the High 
Court of Judicature at Madras. 

t66-A. (l) When any case has been referred to the P. 139, 
Beference to be High Coui’t undei* sectioii 66, it shall 140. 
i^ard bv Benches of be heard by a Bench of not less than two 

appeal to lie in certain Judges of the High Court, and in res- 
cases to Privy Council, pect of such case the provisions of sec- 
tion 98 of the Code of Civil Procedure, 1908 shall, v of i908. 


* Inserted by the Indian 
(XVIII of 1933). 

+ Inserted by the Indian 
-of 1926). 


Income-tax (Second Amendment) Act, 1933 
Income-tax (Amendment) Act/ t926 (XXIV 
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so far as may be, apply notwithstanding an3d;hing con- 
tained in the Letters Patent of any High Court estab- 
lished by Letters Patent or in any other law for the time' 
being in force. 


(^) appeal shall lie to His Majesty in Council- 
fiom BJiy judgment of the High Court delivered on a 
reference made under section 66 in any case which the' 
iligh Court certifies to be a fit one for appeal to B[iS’ 
Majesty in Council. 

^ of ms. (3) The provisions of the Code of Civil Procedure^ 
1908, relating to appeals to His Majesty in Council shall, 
so far as may be, apply in the case of appeals under this- 
section in like manner as they apply in the case of appeals- 
from decrees of a High Court : 

Provided that' nothing in this sub-section shall be- 
deemed to affect the provisions of sub-section (5) or sub- 
section (7) of section 66 : 

Provided, further, that the High Court may, on peti- 
tion made for the execution of the order of His Majesty 
in Council in respect of any costs awarded thereby, 
transmit the order for execution to any Court subordinate- 
to the High Court. 


{4} Where the judgment of the High Court is varied 
or reversed in appeal under this section, effect shall be given 
to the order of His Majesty in Council in the Manner pro- 
vided in sub-sections (5) and (7) of section 66 in the case- 
of a judgment of the High Court. 

(5) Nothing in this section shall be deemed — 

(a) to bar the full and unqualified exercise of His- 
Majesty’s pleasure in receiving or rejecting- 
appeals to His Majesty in Council, or other- 
wise howsoever, or 

(d) to interfere with any rules made by the Judicial 
Committee of the Privy Council, and for the 
time being in force, for the presentation of 
appeals to His Majesty in Council, or their 
conduct before the said Judicial Committee. 


67 No suit shall be brought in any Civil Court to set 

Bar of smts in Civil aside or modify any assessment made 
Court. under this Act, and no prosecution, suit 

or other proceeding shall lie against any Government. 
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■officer for anyfcliing in. good faith done or intended to be 
done under this Act. ■' 

*67- A. In computing the period of limitation pres- P, HC 

JPage 69 — 

In lOth, 12tli, 14th and 20th lines from the top, for ‘ 1934 ’ 

^hstiiute ‘ 1936 ’ and in the ISth and 23rd hnes for the word 
‘ fourth ’ sichslit'ide ‘ sixth 


At the end insert the following : 

(5) Ifor the purpose of any assessment to be made for the year 
-ending 31st March, 1936, the rate of income-tax applicable to such 
part of the total income of any person as is derived from salaries or 
from interest on securities paid in the year ending 31st March, 1936, 
.shall be the previous year’s rate, and for the purposes of refunds 
under sub-section (J) or sub-section (3) of section 48 in respect of 
•dividends declared in the year ending 31st March, 1936, or of pay- 
ments made in the said year of salaries or of interest on securities, 
iihe rate applicable to the total income of the person claiming refund 
shall be the previous year’s rate. 


Explanation . — ^In this sub-section the term ‘ ‘previous year s 
rate ” with reference to any person means the rate of income-tax 


loth. 12th, Uth,,20th. 36th 384 4^ 

; IS? : . .«h ;—e 


' . j Ov^gjLiiJuixig on 

the 1st day of April, 19347 shall for the purposes of sec- 
I of 1922 . tion 55 of the Indian Income-tax Act, 1922, be those 
specified in Part II^uAthe Second Schedule, increased in 
each case by one^ four^ of the amount of the rate. 

(3) Por the purposes of the Second Schedule “total 
income” means total income as determined for the pur- 
poses of income-tax or super-tax, as the case may be, in 
accordance with the provisions of the Indian Income-tax 
I of 1922 . Act, 1922. * 


{4) For the purpose of assessing and collecting income- 
tax on total incomes of less than two thousand rupees 
I of 1922 . the Indian Income-tax Act, 1922, shall be deemed to be 
subject to the adaptions set out in Part III of the Second 
Schedule. 

■ 

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930 
'(XXII of 1930). 

t Repealed by the Repealing Act, 1927 (XII of 1927), 
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Form D-1. 


[R. ?A 


Far:r^ of co7^ra! 


<j<ri::nsf 0:1 orifn' fa si no to 

• « fc 

u:u:t'r soction i-O-A . 


Tcaisic?' a 


To 


The A?<-i?tnnt Coniinissioner of 

J lie (lay oi 19 

The petition of of post oTice. 

District shcwot’u ns ffsllows : — 

Under section ‘lO-A of the Tndinn Income-tax Act, 
1922, yonr jnil it inner njtplicd to the 

Income-tax OHicer 

for the reiiist ration of the firm 

By liis order dated llic 

a co])y of M'liieli is lierewiili nttnelied, tlie Income-tax 
Officer has refused to rctiistcr the said firm. 

Tour petitioner tliercfnrc rccjnc.sts tliat the order of 
the Income-tax Olficcr may be set aside and tliat he may be 
directed to renister tlic firm. 


Signed 

Grounds of appeal. 

For?7i. of 'ccrificaiion, 

I, , the petitioner, named in the above 

petition do hereby declare that what is stated therein is 
true to the best of my information and belief. 


S’crned 



108 


.03 


R. 21A-22 ] 
follonw i™ 


Form of appeal against an order refusing to grant a refund 
under Section 48, 48-A or 49. 


To 


Tile Assistant Commissioner of 

Tile da)' of 19 . 

The petition of of 

post ofiice. District sheweth as follows : — 

Your petitioner applied to the Income-tax Officer for a 
refund under section 48/48-A/49 of the Indian Income- 
tax Act, 1922, of Rs. . The Income-tax Officer 

iias by his order dated the of which a copy is 

attached 

granted a refund of only JRs* 

Your petitioner therefore requests that the order of the 
Income-tax Officer mav be set aside and the refund asked 
for may be granted. 


Sitrneri 

V- 

Grounds of appeal. 

Form of verification. 

^ the petitioner named in the abore 
petition do declare that what is stated therein is true to 
the best of my information and belief. 


Signed 

22. An appeal under section 32 (2) shall in the case 
' an appeal against an order of an Assistant 
oner under section 28 be in Form D attached to Rule 21 
id in other cases in Form E. 
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Foem E. 

To 

The Commissioner of Income-tax, 

. The day of 19 . 

The petition of sheweth as follows : — 

1. Under section 31 (3) of the Indian Income-tax Act, 

1922, the Assistant Commissioner of has 

increased the tax payable by your petitioner from Rs. 

to Rs. 

2. Your petitioner praj^s that the enhancement may be 

■set aside or reduced to Rs. for the reasons stated 

below. 

Signed 

G-rouxds of appeal. 

Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 

22-A. An appeal to the Commissioner for a reference 
to a Board of Referees shall, in cases falling under sub- 
section {!) of section 23-A, be in form F, and, in cases 
falling under sub-section {2) of section 23-A, be in Form 


Form F. 

To 

The Commissioner of Income-tax, 

The day of 19 . 

The petition of sheweth as follows ; — 

1. The Income-tax Officer of , with 

the previous approval of the Assistant Commissioner of 
has passed an order dated 

which a copy is attached under sub-section (1) of section 
^3-A of the Indian Income-tax Act, 1922, that the sum 
payable as income-tax by the firm/association 
known as 
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shall not be deteianmed and that the share of vour pet- 
tioner in the profits and gams of the said hrmj assoch- 
tion shall be included in his total income for the purpo^n 
of assessment; and a notice of the said order hL Len 
served upon your petitioner on the day of 

f aggrieved, for the reasons 

stated below, by the order of the Income-tax Officer 
prays that the said order may be set aside. 


Signed 

Grounds of appf.4l. 

For 7)1 of tei'ificatlon. 

Pj = the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 


Signed 


Form G. 

To 

The Commissioner of Income-tax, 

The day of 19 

The petition of sheweth as follows : — 

1, The Income-tax Officer of , with the 

previous approval of the Assistant Commissioner of 
has passed an order dated 

of which a copy is attached under sub-section (2) of sec- 
tion 23-A of the Indian Income-tax Act, 1922, tliat the 
sum payable as income-tax by the company Imown as tlic 

shall not be determined and that the 
proportionate share of your petitioner in the profits and 
gains of the said company shall be included in his total 
income for the pui'pose of assessment; and a notice of the 
said order has been served upon your petitioner on tJie 
day of 

2. Your petitioner, being aggrieved, for the 
set out below, by the order of the Income-tax Ollicer, 
prays that the said order may be set aside. 

Signed 
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?. 141. 


P. 141. 


P. 141. 


?. 141. 


P. 141. 


R. 24-29. ] 


24 Income derived from the sale of tea grown and 
manufactured by the seller in British India. shall be 
computed as if it were income derived from business, and 
40 per cent, of such income shall be deemed to be income 
pronts and gains liable to tax ; ’ 

Piovided that in computing such income an allowance 
shall be made in respect of the cost of planting bushes in 
leplacement of bushes that have died or become perma- 
nently useless in an area already planted, unless such 
area has previously been abandoned. 

25. In the case of Life Assurance Companies incor- 
poi’ated in British India whose profits are periodically 
ascertained by actuarial valuation, the income, profits 
and gains of the Life Assurance Business shall be the 
average annual net profits disclosed by the last preceding 
valuation, provided that any deductions made from the 
gross income in arriving at the actuarial valuation which 
are' not admissible for the purpose of income-tax assess- 
ment, and any Indian income-tax deducted from or paid 
on income derived from investments before such income 
is received, shall be added to Ihe net profits disclosed by 
the valuation. 

26. Rule 25 shall apply also to the determination of 
the income, profits and gains derived from the annuity 
and capital redemption business of life assurance com- 
panies the profits of which can be ascertained from the 
results of an actuarial valuation. 


27. If the Indian income-tax deducted, from interest 
on the investments of a company exceeds the tax on the 
income, profits and gains thus calculated, a refund may 
be permitted of the amount by which the deduction from 
interest on investments exceeds the tax payable on such 
income, profits and gains. 


28. In the case of other classes of insurance business 
(fire, marine, motor car, burglary, etc.) of a company 
incorporated in British India, the income, profits or gams 
shall be determined in accordance with the provisions o± 
the Act subject to the allowance specified in the rule next 
following. 

20 If in the ordinary accounts of any insuran^ busi- 
ness other than Life Assurance. Annuity, or Capital 
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t . 








>VV 4.V-. -V -c*. 


<iep:v?c:^t:cri of. or Ic« O- . .p. 

\Tn:ch i? earned 10 a reserve ipiiarornou .01 i.*... 

pose and nor used for any order purpose, ina}' f'e :5e,._. . . 
as expenditure iiicurreo! solely tor tne piUpo>e Oi c. ^ -o .. 
the profits of the business. Any simis taken ered^t tor H? 
the accounts or Actuarial ^ aluatioii Balance •''jn e. on 
account of appreciation of or gains on tlie ."'eenrnv.'-' (>r 
other assets shall be deemed to be income chargca-A> t r 
tax subject always to deduction of sucli portion 
as has been otherwise taken into accoiinl in e.'iu'ii’r-tiri ; 
the income, profits or gains. 

31, The income, profits and gains of companies eairr^ P 1 *1 
ing on Dividing Society or Asses.sment business sh-iii 
taken at 15 per cent, of the premium income in (he oh*- 
uous year and, in the case of non-resident companit>. ;■» 
lo per cent, of the Indian premium income in the pi’.-vinp . 

contained in rnu-s p 

oi, tne total income, however nf mi Pi/., ” ** I-I* 

nesses. ° from all claf.-cc.s of 


« '-'x viiU ii 

“?* clirert1r”J’ oni 

-ST 

■»^cr .so aeerjjjp.,, ^ 
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Si, 33-36, ] 

arising as the Income-tax Officer may consider to be rea- 
sonable, or on an amount which bears the same proportion 
to the total profits of the business of such person (such 
piohts being computed in accordance with the provisions 
or the Indian Income-tax Act) as the receipts so accruina* 
01 aiising bear to the total receipts of the business, or in- 
such other manner as the Income-tax Ofiicer mav deem 
suitable. 


P 111 ■ Profits derived from any business carried on- 

in the manner referred to in section 42 (£) of the Act may 
be determined for the purpose^ of assessment to income- 
tax according to the prececling.riile. 

P. Ill, 35. The total income of the Indian branches of non- 
141. resident insurance companies^ (Life Marine, Fire, Ac- 
cident, Burglary, Fidelity Guarantee, etc.), in the absence- 
of more reliable data may be deemed to be the proportion 
of the total income, profits or gains, of the companies, 
corresponding to the proportion which their Indian- 
premium income bears to their total premium income. 
For the purpose of this rule, the total income, profits or 
gains of non-resident Life Assurance Companies whose- 
profits are periodically ascertained by actuarial valuation 
shall be computed in the same manner as is^prescribed in 
rule 25 for the computation of income, profits and gains- 
of Life Assurance Companies incorporated in British 
India. 

P. 116. 36. In the case of a person resident in British India, 

an application for a refund of income-tax under section 
48 of the Act shall be made in the following form 


A'p'pUcatioTi for refund of income-tax, 

do hereby state that my total income computed in accord- 
ance with section 16 of the Indian Income-tax Act, Ai ot 
1922, accruing or arising or received in British India, or 
deemed under the Act to accrue or arise or to be received 
in British India, during the year- ending on the dlst 
March 19 , amounted to Bs.- only. 



L R. 8G. 


1 15 

I thorcforc pray for n refund of 

under ‘‘Sninries”. 

Rs, under “Securities’’. 

Rs under “Dividends from companies”. 

Rs. under “Slnare of pi'ofits of ilio 

repisterecl firm” known as of wliici!. 

I am a ])artner. 


( n - : 



'kJTi 


Si (mature 

I hereby declare that I am resident in British India, 
and llial. wliat is stated in this apj)lication is correct. 

Dated JO . X 


Si (mature 


{</). In tlie CM'^e of n jierson not n'sident in Briti^ii P. HG 
India, an a])])lir;ition for ,a refund of ineome-tav under 
st'Uion -D' oi the -\et shall he madt' in tlie fuilovijiy 
f<inn : — 



for iuud (>! i!i('(':u> -ta r. 


I. 


, of 


Sr- 


i 


i>'. 


■ V. O ! - 



in 


1 in< 

•me » 

'-mpu 

i> Xi 


Inch 

. In 

< - •!!' 

•-•n thf 

GI- 1 


• * < ' 

« V- » 

• ■turn 
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R. 36. ] 

I therefore pray for a refund of 


<The pc.-tisn 

Rs. 

under 

not rcq^iirei 
should be 

Rs. 

under 

score i cut.) 

Rs. 

under 


Rs. 

under 


tered firm'’’ kno-yni as 
I am partner. 


‘■'Salaries”. 

“Securities”. 

“Dmdends from companies”. 
■‘Share of profits of the regis« 

of which 


Signature 

I hereby declare that I am a British subject, (see 
note 2) 'subject of State being a State in India. I 
also declare that what is stated in this application is 
correct. 


Dated 


19 


Signature 


Sworn before me (l^ame) 
Pesisrnation 


Signature 


at 


on 



— TJjf. .^lv■)vo declaration shall be svrorn (a) before a Justice of 
tlnf rcnco. a Notary rnblic or Conunissioner of Oaths if the apph'cant for 
refund rasides in any part of His ^Majesty’s Dominions outside British India, 
t^l' befoiv a IfacistVaie or other official 'of the State of a Political Officer 
i'-' ho resides in a State in India, (c) before a British Consul ifi he resides 
elsewhere. 

XotK C. "British subject" means a person who is a natural-born British 

subject,' or a person to whom a certificate of naturalization has been 
y ranted. 

(o) All application for such a refund from a persou 
not resident in British India who has made a similar ap- 
plication as a non-resident in the preceding year shall, 
unless the Income-tax Officer, directs in any particular 
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case that the application be made in the form prescribed 
in sub-rule (a), be made in the following form : — 

A f 'plication for refund of income-ta^. 


I, of residing at 

in (country) do hereby state that my total 

income computed in accordance with section 48 [JA of the 
Indian Income-tax Act, 1922, during the year einiiiig on 
the 31st March 19 , amounted to Rs. onlx, ner 


return enclosed. 


I therefore pray for a refund of 

Rs. 

under “Salaries”. 

Rs. 

under “Securities”. 

Rs. 

under “Dividends from coinT;nifier , 

Rs. 

under “Share of profits of "2:^ "A.: 


tered firm”' known as 
J am a partner. 


or wi. 


Sign-aUr-r 

I hereby declare that I am a Britis: ■ 
note) /subject of State being a Stat- x 

also declare that what is stated in thi' — 
correct and that I duly applied for a 
a non-resident last year. 

Dated 19 


Note. — “B ritish subject” means a per.'-trr - 
subject, or a person to whom a certificate '.i-zs: - 

37. The application under ' 
panied by a return of total itcrr:- ' 
under section 22 unless the • - 
such a return to the Incoice-t'r " ' 

37- A. The application --fr - 
companied by a return of i—; - . . , ' 
form the details of Part I - 7 


A 



R. 37. A.] ns 

1)0 oTiiil 1.0(1 if tlic })crsoi] lias already submitted a return 
iindcr section 22 [2) for the same year : — 


Part I. 

of tolal income ncoming or arising or received, 
■in British In din-, or deemed under the Aet to accrue 
or arise or to he received in British India, during 
the previous year. 


Soiirrp"; of income. 


I Amount of 
, profits or gains 
or income 
during the 
previous j’ear. 


1. Sahu'ioi (incUuling annuity, 

jionsion. uratuity. fee.', com- 
mission. allowances. porqui- 
sit<‘s, inolud'ng rent-free quar- 
ters) or profits received in lieu 
of, or in a'lJition to. salary or 
waces . • • • 

l-A. The contributions made by an 
emiiloyer to the account in a 
recognised provident fund of 
the person making the return- • 
The interest accruing to the 
account mentioned in 1--'^ whicii 
is not exempt from income-tax 
[Section .'iS-li' (2)] - ' . * ’ 

2. Interest on securities (including 

debentures) already taxed . 

3. Interest on .securities of the Govem- 

menc of India or of Local Govern- 
ments declared to be income-tax 
free 


(.See Note 1) 


l-B. 


(See Note 2) 


(See Note 3) 


-1. Property as sliown in detail i ^oto 4) 


(See Note 5) 
(Seo Note 6) 
(See Note 7) 


u. Bushiess, trade, 

facture, or dealings in proportj . 
shares or securities (details as m 
,note 5) - 

6. Profession 

7. Dividends from companies ’ , 

S. Interest on mortgages, loans, fi- 
doposits, current accounts, etc 
not being income from business 

.1). Ground rent • rnen- 

JO. Any source other 

tioned above , ;„^ith 

come earned in partnership wi i 

others - • • ' 


Tax 
already 
charged 
on the 
income. 


Rs. 


Total 
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Part II. 

Statement of total income, fro jits and gains in the fre- 
vions year, arising, aecruing or received out of 
British India, which if arising.^ accuring or received 
in British India, would he included in the comfuta- 
tion of total income under section 16 . 


TsTame of 
Country. 


Sources of income. 


Amount of 
profits or 
gains 
or 'nconie 
during the 
previous year. 


Rs. 


1. Salaries . • . . . . . (See Note 10) 


2. Securities ..... (See Note 11) 

Jt; 


3. Property ..... (See Note 12) 


4. Business ..... (See Note 13) ‘ 


5. Profession ..... (See Note 14) 


6. Dividends from companies . . (See Note 15) 


7. Interest on securities other than in 
item 2 above, mortgages, loans, 
fixed deposits, current accounts, 
etc., not being income from business(See Note 16) 


S. Ground rent . 
* 


y. Any source ' other than those men- 
tioned above including any income 
earned in partnership with others . (See Note 17) 


Total 


Total as per Part I . 
Total ns per Part II 
Grand total 


"®Tho figures for .each country should be separately shown. 




R. 37. A.] 
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Veri-fication. 

best of my icnowledge and belief 
he information given m the above statement is correct, 
and complete, that the amounts of income shown are truly 
stated and relate to the year ended and that no' 

other income accrued or arose or was received by me/the- 
hrm during the said year and that I/the firm have no- 
other sources of income. 


Dated 


19 


Signature 


I 


-V.n. (a) Income accruing to you outside British India received in British 

India, should be entered in Part I and not in Part II. 

• yh income from whatever source derived must be entered in the form. 
incJuding income received by you as a partner of a firm. 

year” means the twelve months ending on the 51st day 
of March next preceding the year for which the assessment is to bo made, 
iliG s-ccounts of the assessee have been made up to a date within the 
inonths in respect of a year ending on any date other than the 
said 31st day of March, ^ then at the option of the assessee the year ending 
on the day to which his accounts have so been made up. 

Nc^ 1. In column 2 should be shown the gross amount of salary and 
not the net amount after deductions on account of income-tax, provident 
funds, etc. 


Note 2, — "Interest on securities” means the interest on promis.soiy notes 
or bonds issued by the Government of India or a Local Government, or the 
interest on debentures or other securities for money issued by or on behalf of 
a local authority or company. Where income-tax ha-! been deducted from 
the interest, or where the interest has been paid income-tax free, the amount 
of tax so deducted or paid should be added to the amount of intcrc.st actually 
received, and the gross amount so arrived at should bo entered in column 2 
of the statement. The term "interest on securities” docs not include interest 
on fixed deposits or mortgages or other loans, which have to be .shown under 
heading 8. 

The interest on securities of the Government of India or of Loral Govern- 
ments declared to be income-tax free should be shown under head 3. TJioy 
which are not declared to be income-tax free should ho included under tin’s 
head. 

Entries under this head must be supported by the certificate h'lird by 
the person or company paying the interest under section 18 (t?) of the .Act.. 


Note 3.— (a) The incomc-t.ax payable on the interest receiv.nM'- 
Eocurity of a Local Government issued income-tax free i.-; p.nyaMe by tin' 
Government and not by the holder of the security. , . , 

(61 Onlv the interest on securitv of the Government of India or o, .a 
Government, declared to he income-tax free should be eyered .-.e-.m*' 
head. Such interest will not bo charged to income-tax but u me', r 
eluded in the st.itomcnf of total income in order to a-'-friatn the ra. 
income-tax chargeable on other income, /( %f cFiaryrot.e /,> 

(ci Particulars of any intere.st on secnntics issued by o.bcr 

stated to be free of income-t.ax .should J.e ^enter.-'d ' J'; 


tax on such interest is actually paid by these .autbo.nl 
recipients. 


on ft 
Le-r.al 

L- 
this 
<■ in- 
e r,l 

and 

tl.r 
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NorE “t. — The tax is payable under this head' in respect of the hona fide 
annual value of any buildings or lands appurtenant thereto, of -which you 
are the owner, other than such portions of such buildings and lands as yom. 
may occupy for the purpose of your business. 


SCHEDTHiB- Ai 



Note 5. — (a) Where you keep your accounts on the mercantile accountancy 
or book profits system, you must file a return in the following form : — 


Income, 'profits or gains from business, trade, commerce. 

RS. AS. 

Income, profits or gains as per Profit and Loss Account for the year 
ended 19 

Add — Any amount debited in the accounts in respect of — 

1. Reserve for bad debts ....... 

2. Sums carried to reser\'e for provident or other funds 

3. Expenditure of the nature of charity or presents 

4. Expenditure of the nature of capital ..... 

5. Income-tax or Super-tax ....... 

6. Dra-wings or salary of proprietor or partners 

7. Rental value of property owned and occupied 

S. Cost of additions to, or alterations, extensions, improve- 
ments of, any of the assets of the business . 
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htcomc, fro flit or gatnt from business, trade, commerce—contd. 


Adi- 


R% 


-A'ly 11-11 miif ,J j„ i},^ ncronnti in ro^ipoct oC— I 

I'll l!i' proimotnr'.i nr partner’s capital, includ.nr; 

'^*''■*1 *>» r '■» ‘nN> or oflifT func]*? ... 

i K i* Hiiif lio/v'J ill for/Of^r yt*nr.'=! 

r S' *r:u]('r aji i/Htiranec' or contract of in- 
fi s’nMJfy .... 

-pr- -infio-i firn-n- of f.lnn.^ofs of (ho business. , 'j 
} nva'.- or p'r.-o.-ui evp -nsos n-i-J expenses not incurred' 

-■ ii -Jy for til'' fi'irp i-o of cfirninc; tlio profits , . 


JA 

3 . 1 . 


Deduct- 


Total . 

-.\’iy profits in-lu 1-\1 in tnonccoinf ulrendj' clmrgcdto Indian 
In- )tn '-tax and tiio interest on -securities ofthoGovorn- 
in -nt of Irnlni or of Locitl Governments declared to be 
Ini-oni“-(!ix free. 

Balance 


AS, 


(S frnaturo of tho person making the return.) 


Dated 


193 . 


(b) Whore you do not Itecp your accounts in such a form, you must file a 
statement .showing lioiv you nrrno at the ta.xable profits, t.e., showing details 
of the gro.ss receipts and of tho expenditure you propose to set against those 
• receipts. No deductions arc permissible on account of — 

(i) Property owned and occupied by the owner of a business for the 
purposes of a business; 

'(if) Additions to, or alterations, extensions, or ^improvements of, any 

of the assets of the business; 

'(in} Interest on the capital of the proprietors or partners of the 
business ; 

(iv) Bad debts not actually written off in the accounts; 

(f) Losses sustained in preinous years; 

(vi) Reserves of any kind; 

'(vii) Sums paid on account of the income-tax or super-tax or any tax 

levied by a local authority other than local rates or municipal 

taxes in resfiect of the portion of the premises used for the pui- 
pose of the business; 

(viii) Any expenditure of the n.ature of charity or a present; 

(I’x) Any expenditure of the nature of capital; 

(x) Any loss recoverable under an insurance or a contract of 
indemnity ; 

(xi) Depreciation of any kind other than that specified in the Act, 

*(xiV) Drawings or salaries of the proprietors or the partners, 

(xiii) Private or personal expenses of the assesses ; , i w, tUo 

. (xiti) Any expenditure of any kind which is not incurred solely for the 

purpose of earning the profits. 
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XoTK 12. — Sec iiiFtructions in Note 4. 


Norn 15— The dcfatiB should be given as explained in Note 5, but there 
'V 1 ? deduct entry on account of profits included in the amount 
mready cliargpd to Indian income-tax and the interest on securities of the 
un\ eminent of India or a Local Government in India declared to be income- 
ia.x free. 


Xorr, 14. — Thi.s should show professional fees received outside British 
Indi.a. 


XoTT. 15. — The figure to bo shown here is the amount actually received by 
the shareholder irre.spcctive of whether the dividends are declared free of tar 
or not. 

IVhere a company derives a part of its profits in British India and part 
outside British India, such portion of its dividend as is payable out of pro- 
fits taxable in British India should be shown in Part I under item 7 and the 
balance m Part II under item 6. 


XoTr. 16. — Tliis head will include inter alia interest on all securities other 
than tliosc entered in item 2, see Note 11. Interest should be shown gross 
if foreign tax is deducted therefrom after the assessee receives the interest; 
if the ta.x is deducted at source, the net interest received should 
be shown. 


Nora 17. — .Agricultural income from land and not included in Part I should 
be shown under this head. 


116. 


116. 


38. Where the application under rule 36 or rule 36-A 
is made in respect of interest on securities or dividends 
from companies, the application shall be accompanied by 
the certificate prescribed under section 18 (9) or section 
20, as the case may be. 

39. The application under rule 36 or rule 36-A shall 
be made as follows : — 


(a) If 


i-h 




-fSA 


.4 shsll he siBde as 


^ +0 tie Income- 

^fnn&antischarge- 


•> resideiP- o 


^^^'“oTohargeaWe 

(Jistrif’' which 


e 

f 



40. An 
sjciion 
form 


49 




O’- 


4 rrCm:: 


that I have “m*-' - 

tax r.mcm::'"4-' r- 

on r.i 2 income of £ 
come-iax nnf sii^m-r-mx :f 
on the ?mne income inocme f:- 
ing to K?. , I 'h'V 

provisions of section iT '■ -f- 
at tite rate of see cm 

In sp e Cl <'!!' of Taxes I ne- 
at the rate of amen; 

section 49 of the Indian incen 
I am ciri : 1 1 e d . olv ineeme f: : : 
Act ap]3lies durinc: the "rnev 
10 ' am 

onlv — see Ileturii of income c: 



I hereby declare that rrha: ;s stated he: 




ted 


19 


mo 

tmii 


may 


o.n:y 


41. The application under rnle S6 or nrde 
:sented by the applicant in person or thro 
horized agent or may be sent c\' POm. 

42. A return shall be fui'nished by the principal oiiicor 
I Company under section lO-A in lei^peei or a dividetid 
aggregate dividends if tiie amount iiiereor exceeds 

42-A. A return shall be ^xuinished the person 
3onsible for paying inferst no. P”™S interest on seeu- 
es in respect of amounts ot interest oi aggrognte 

:rest exceeding Es. 1.0 • , ^ ^ 

41 ! TVio return by til® pnnciPpi officei of a Compaiiv 
p. The letii™ oj follomng form and 

ier section 19'.!^ 


V 



shall be delivered lo the Income-tax Officer who assesses 
the company : — 

Rolurii inidor section 19-A of the Indian Income-tax Act, 
1029, for the year 1st Afril 19 31st March 19 . 

Name of Company 
Address of Company 

(1) Resident Shareholders/Non-Resident Share- 
holders. 


Serial 

number. 


I Address 

Name of amirholdcr. ; 

I sliaiolioldcr. 


Date of 
declaration 
of dividends. 


(2) Airoiint of 
dividends 


Net. 


Gross. 


Ks. 


Es. 


— the principarofficer of the 

I’ it i.fi-Ptr flint the above statement con- 
Jompany. thNesident/Non-resident sJiare- 

ains a ,hom a dividend or aggregate 

lolders of the Gompa y distributed in 

iiridends exceeding Bs 5 000 y gj^t 

he period from the 1st April 
larch 19 


19 


Signature 


. -j and non-resident 

1 V.C. used for resident ana 

fo-. ^ 
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[ Sf. 43-A» 


43-A. The return under section 20-A shall be ifi the- 
foliowing form and shall be delivered to the Income-tax 
Officer in whose jurisdiction the person responsible for 
paying interest resides : — 


Return mider section 20-A of the Indian Income-tax Act, 
1922, for the year 1st Ainil 19 to 31st March 

19 


Name of payer. 
Address of payer. 





Amount 


Acitlrepq 

Date 

of 

Serial 

1 Xamo of payee. 

of 

of 

interest 

Xo. 

payee. 

' payment. 

or a^^gre- 



1 

gate 


1 

( t 

i 

i 

1 

interest. 

1 

i 

i 

1 

1 

1 

1 1 

i 

1 

1 

1 

1 

i 

i 


I hereby certify that the above statement contains a 
complete list of persons to whom interest or aggregate 
interest exceeding Rs. 1,000 was paid during the period |st, 
April 19. to 31st March 19 . 


Signature' 


44. Omitted. 




^ ^ 
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3?INANCE DEPARTMENT (CENTRAL REVENUES). 

^Notification No. 9, dated the 15th March, 1930. 

In exercise of the powers conferred b.y Chapter IX A 
ot the Indian Income-tax Act, 1922 (XI of 1922), the 
(jovernor General in Council is pleased to make the 
lolJowing rules, the same having been previously published 
■as required by sub-section (l) of section 58-L read with 
•sub-section (t) of section 59 of the said Act 

1. These rules may be called the Indian Income-tax 
(Provident Eunds Relief) Rules. 

2. In these rules, “section” means a section of the 
Indian Income-tax Act, 1922 (XI of 1922). 

3. The contributions made by emploj^ees after the 
date of recognition of a provident fund and the interest 
on the accumulated balances of such contributions shall 
•be wholly invested in securities of the nature specified 
•in clause (a), (&), (c), (d) or (e) of section 20 of the Indian 
Trusts Act, 1882, and payable both in respect of capital 
-and of interest in British India. 


o 


4. (1) Withdrawals by employees shall not be allowed 
by the trustees except on special grounds in the following 
•circumstances or circumstances of a similar nature — 


(a) to pay expenses incurred in connection with the 
illness of a subscriber or a member of his 
family; 

(&) to pay for the passage over the sea of a 
subscriber or any member of his family; 


(^) 


'(d) 


to pay expenses in connection with marriages, 
funerals or ceremonies which by the religion 
of the subscriber it is incumbent upon him 
to perform and in connection with which 
it is obligatory that expenditure should be 
incurred ; 


to 


meet the expenditure on building or pur- 
chasing a house or a site for a house pro- 
vided that such house or site is. assigned to 
hhe trustees 'pf the fund ; 


\ 



(e) to pay premia on policies of insurance on the- 
life of the subscriber or of his wife provided 
that the policy is assigned to the trustees- 
of the fund and that the receipts granted 
by the insurance company for the premia, 
are from time to time handed over to the 
trustees for inspection by the Income-tax. 
Officer. 

(£) For the purposes of sub-rule {1) ‘‘Family’' means- 
any of the following persons who reside with and are 
wholly dependent on the employee, namely : — ^the 
employee’s wife, legitimate children, step children, 
parents, sisters and minor brothers. 

(3) No such withdrawal shall exceed (1) the pay of the- 
employee for three months, or, in the case of a withdrawal 
for the purpose specified in clause (d) of sub-rule (1) six 
months at the time when the advance is granted, or (2) the 
total of the accumulation of exempted contributions and 
exempted interest contained in the balance to the credit 
of the employee whichever is less. 

(4) A second withdrawal shall not be permitted until 
the sum first withdrawn has been fully repaid. 

5. (l) Where a withdrawal is allowed for a purpose- 
specified in clause (d) or clause (e) of sub-rule (l) of rule 
the amount withdrawn need not be repaid. 

{£) Where a withdrawal is allowed for any other pur- 
pose the amount withdrawn shall be repaid in not more 
than twenty four equal monthly instalments and shall 
bear interest in accordance with rule 6 and no further 
withdrawal shall be permitted until repayment has been 
effected in full. 

6. In respect of withdrawals which are repaid in not 
more than 12 monthly instalments, an additional instal- 
ment of 4 per cent, of the amount withdrawn shall be 
paid on account of interest; and in respect of withdrawals 
which are repaid in more than 12 monthly instalments 
two such instalments of 4 per cent, of the amount with- 
drawn shall be paid on account of interest : 

Provided, however, that at the discretion of the - 
Trustees of the Fund, interest may be recovered on the 
amount withdrawn or the balance thereof outstanding- 



ISO 


1 per cent, above the rate which is 


/. T 10 omplo.ver sli.ill deduct such instalments from 
(ho employee s salary, and pay them to the Trustees. The 
flcfltiotions shall commence from the second monthly par- 
mont mndc after the withdrawal or in the case of an em- 
ployee on leave without pay from the second monthly pay- 
ment mndc after his return to duty. ' 


8. In case of default of repajment of instalments 
under rules G and 7, the Commissioner of Income-tax mav 
at his disci'ction order that the amount of the withdrawal 
or the amount, outstanding shall be added to the total in- 
come of the employee for the j-’ear in which the default 
occurs and tlic Income-tax Officer shall assess the employee 
accordingly. 


9. hTotwithstanding anything contained in rules 4 to 
8. it shall be open to the trustees of a recognised provident 
fluid to permit the withdrawal of ninety per cent, of the 
amount standing at the credit of an employee if the em- 
ployee takes leave preparatory to retirement, provided 
that if he rejoins duty on the expiry of his leave he shall 
refund the amount drawn together with interest at the 
rate allowed by the fund. 


9 -A. Where the accounts of a recognised provident 
fund are kept outside British India, certified copies of 
the accounts shall be supplied not later than the 15th 
June in each year to a local representative of the employer 
in British India : 


Provided that the Income-tax Officer may in any year 
appoint a date later than the 16th June as the date by 
which the certified copies shall be supplied. 

10. (1) An application for recognition shall be made 
by the employer maintaining the fund. 
mtion is sought and shall be accompanied by the follow- 
ing documents : — 

(а) the trust deed if any in original with “W 

thereof, the latter to be retained by the 
Commissioner, and 

(б) the rules of the fund : 
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Provided that if the original of the trust deed cannot 
conveniently be produced, it shall be open to the Commis- 
sioner of Income-tax to accept in lieu of the original a 
rop 3 '_ certified either by a Magistrate or in any manner 
specified in rule 7 of the Indian Companies Rules, 1914, 
in which case an additional copy shall be furnished for 
retention bj’’ the Commissioner. 

{2) The application shall be submitted through the 
Income-tax Officer of the area in which the accounts of the 
funds are kept, or, if the accounts are kept outside India, 
through the Income-tax Officer of the area in which the 
local headquarters of the employer are situate. 

(5) The application shall contain the following in- 
formation : — 

(a) Name of emplo^nr and address, his business, 
profession, etc., also his iDrincipal place of 
business. 

(&) Number of employees subscribing to the fund — 
(i) in British India; 

(w) in Indian States; 

{Hi) outside India. 

(c) Place where the accounts of the fund are or 

will be maintained. 

(d) If the fund is already in existence — 

(i) a copy of the last balance sheet of the fund, 
where such is maintained, 

(w) details of investments of the fund. 

(4-) A verification in the following form shall be 
annexed to the application. 

Form of Verification. 

We /I, the trustee (s) of the abovenamed fund, do 
declare that what is stated in the above application is 
true to the best of our information and belief, and that 
the documents sent herewith are the originals or true 
copies thereof. 

j 2 

\ 
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• n. ^Y] 1 ere nn employee of a company owns shares in 
the company witli a voting power exceeding ten per c^nt 
of llie wliole of such power the sum of the exempted con- 
tiibutions of the eniployee and employer to the recognised 
provident fund maintained by the company shall not exceed 
Its. 2n0 in anv month. 


1-. If an employee assigns or creates a charge upon 
his beneficial interest in a recognised provident fund, the 
Income-tax Officer shall, on the fact of the assignment or 
charge coming to his knowledge, give notice to the em- 
ployee that if he does not secure the cancellation of the 
assignment or charge within two months of the date of 
receipt of the notice the consideration received for such 
assignment or charge shall be deemed to be income receiv- 
ed by him in the year in which the fact became known to- 
the Income-tax Officer and shall be assessed accord- 
ingly. 


13. If the Commissioner withdraws recognition from- 
a recognised provident fund, the balance to the credit of 
each employee at the end of the financial year prior to the- 
date of the withdrawal of recognition shall be paid to him 
free of income-tax and super-tax at the time when such 
employee receives the accumulated balance due to him. 
The remainder of the accumulated balance due to him 
shall be liable to income-tax and super-tax as if the fund 
had never been recognised. 

14. Before withdrawing recognition, the Commis- 
sioner of Income-tax shall give an opportunity to the- 
employer and the trustees of the fund to show cause why 
recognition should not be withdrawn. 


FINANCE DEPAET]\IENT (CENTEAL EEVENEES). 


'Notification No. 10, dated the 15th March, 1930. 

In pursuance of sub-section {2) of section 58-F of the 

Indlan'^lncoine-ta. Act 1922 (XI of f 

General in Council is pleased to six per cent, as tn, 
rate referred to in tlie said sub-section. 
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CENTRAL BOARD OF REVENUE. 

Notification No. 12, dated the 15th March, 1930. 

In exercise of tlie iDOwers conferred by Chapter IX-A 
and by section 59 of the Indian Income-tax Act, 1922 
(XI of 1922), the Central Board of Revenue is pleased to 
make the following rules, the same having been previously 
published as required by sub-section (1) of section 58-L 
read with sub-section (4) of section 59 of the said 
Act : — 

1. These rules may be called the Indian Income-tax 
(Provident Funds Relief) (Central Board of Revenue) 
Rules. 

2. In these rules “section” means a section of the 
Indian Income-tax Act, 1922 (XI of 1922). 

3. An order according recognition to a provident 
fund shall take effect — 

(а) in cases where the application for recognition 

has been received by the Commissioner of 
Income-tax before the 31st May 1930 — on 
31st March 1930; 

(б) in other cases — on the last day of the month 

in which the order is made, or, at the request 
of the employer, on the last day of 
any later month in the same financial 
year. 

4. An appeal under sub-section (5) of section 58-B 
shall be in the following form and shall be varified in the 
manner indicated therein ; — 

Form of a'p'peal against non-recognition of a Prorident 
Fund by a Commissioner of Income-tax. 


To 

The Central Board of Revenue. ' 

The petition of employer (s) 

carrying on business, profession or at 

Your petitioner(s) applied to the Commissioner of 
Income-tax under section 58-B of the Indian Income-tax 




Art. for fhr ivrn;:J)}tinn of the provident fund main- 
I'nsr-.l I'V tlirm (him) for flu: benefit of their (his) em- 
The l’nmm{?;<:ionc*r of Incoinc-tnx has refused 
i'r ^rnition for the reesorif! fitnted in his order dated 
of v.diifh a copy i.s attnclicd. 

I'f.r fhr rm’ojr; ;;f| out below your pctitioncr(s) 
> fhaf fhe fund rhoidd !)C recognised; and pray(s) 
th.:it fh.o fh'Ut ral Ihrird of fievemic may be pleased to 
a'- tv rrfiif imi. 


a rounds of appeal. 

We J (he petitioner(s) named in 

the niriw petition do declare that wJtat is stated therein 
m fitu* to the best of our/my information and belief. 

Signature 

w 

Address of Appellant. 


Jhite 

;*). The accounts of a recognised provident fund shall 
i)c prc])arcd at intervals of not more than twelve months. 

0. An account shall he mnintfiincd for each subscriber 
to the fund in tlic following form 
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Ati nlwirnci for fhr- finnnn'nl yenr or other appli- 
a* roniiiinir period of (he iiulividnnl account of each 
cnif.iMvee paiticipatiiipr fj, rccnp-ni?c(l provident fund 
'-nano- furiuAhcd l.y Ihc inrslecs to the Income-tax 
niffy T fif (he area in which (he employer conducts Iiis 
hi! pfo^c-^*fio^ nr vocations, or to such other Income- 

nilierr ;c' {h(‘ noriimissioncr may. in each case, direct, 
not Inter than (he /if(ccnlh dny of June in each j^ear. It 
fhal! })^‘ in (hf* form prcscrilmd in rule G, but shall show 
'paly the' totals of the various columns thereof for the 
hnaucial y(‘ar or other accounting periorl. It shall also 
givt* an acr-onnt of any temporary withdrawals by the 
em{)!oycc during (he year and of the repayment thereof. 


'rhf‘ aocoiint to ly made under the provisions of sub- 
sect ion (7) of section 5S-J shall show in respect of each 
cmp{oycc(i) ilie total .salary paid to the emplo^'ee during 
the period of his participation in the provident fund, (n) 
the total eontrihutions. (j?/) the total interest which has 
acrriH'd tliereoii, and (/r) so far as may be, the percentage 
of the ('mployce's salary in accordance with which contri- 
butions have been made by the employer and employee. 


Cl-XTHAL BOARD OF REVENUE. 


Notification No. 05, dated the 12th July 1930. 

In exercise of tlie powers conferred by sub-section (7) 
of section 33-A of the Indian Income-tax Act, 1922 (XI 
of 1022), the Central Board of Revenue makes the follow- 
ing rules : — 

Rules. 


(J) The Commissioner of Income-tax on receipt of an 
appCfOl under section 33-A of the Indian Income-tax Act, 
1922. shall, unless, in pursuance of the proviso to sub- 
section {3) of that section, the appeal is withdrawn, ap- 
point a Board of Referees consisting of not less than 
three and not more than five members chosen by him, sub- 
ject to the provisions of sub-section (6) of that section, 
from a panel constituted and maintained by the Central 
Board of Revenue. 

(2) Appointments to, and resignatwns or removals 
from, the panel shall be published in the Gazette of India. 
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(5) The names of the members chosen by the Commis- 
sioner shall be communicated to the appellant within one 
week of receipt of the appeal in the Commissioner’s office 
or of the decision of the Commissioner under section 33, 
as the case may be. 

(4) Within a period of 15 days from the receipt of the 
•communication, the appellant may object, without giving 
any reasons, to the inclusion of any name or names in the 
Board, and submit the names of not less than five mem- 
bers of the panel to whom he will not object. 

(-5) In the event of an objection to any name, the Com- 
missioner shall substitute a fresh name therefor, but shall 
not be bound to acce]Dt a name submitled by the appel- 
lant, and shall communicate it forthwith to the appellant. 

(6) The appellant may not subsequently object to the 
inclusion in the Board of any name submitted by 
himself. 

(7) The appellant shall be allowed one further period 
of fifteen days in which to object to names not originally 
included by the Commissioner nor submitted by 
himself. 

(5) If the appellant has twice objected to the constitu- 
tion of the Board proposed by the Commissioner, the 
Central Board of Revenue shall settle the composition of 
the Board and the decision of the Central Board of 
Revenue shall be final. 

(9) The time and place of the first meeting of the 
Board shall be fixed by the Commissioner after consulting 
the members. The time and place of subsequent meetings 
shall be fixed bj'' the Board and announced to the appellant 
and the Commissioner. 

( 10 ) The members of the Board shall elect their own 
Chairman. 

{ 11 ) The decision of the Board shall be the decision of 
the majority of members present. All the members pre- 
sent shall sign the report, and any member who differs * 
from the others may record a dissenting minute. Should 
there be an equality of votes, the Chairman shall have a 
casting vote. No decision of the Board which is signed 
by less than half the members shall be valid. The pro- 
ceedings of the Board shall not be invalidated merely by 
reason of the absence of a member or his failure to sign 
the report of the Board. 
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CENTRAL BOARD OF REVENUE 


hoUfication No. 24, Income-tax, dated the 7th Man 
1932.— In exercise of the powers conferred by section 59 
of the Indian Income-tax Act, 1922 (XI of 1922), read 
with paragraph 1 of Part 1-A of Schedule II to the 
Indian. Finance (Supplementary and Extending) Act, 
1931, the Central Board of Revenue hereby makes the 
following rule, the same having been previously published 
as required by sub-section (4) of the said section, 
namely : — 

Rule. 

The notice of demand referred to in paragraph 1 of 
Part I-A of Schedule II to the Indian Finance (Supple- 
mentary and Extending) Act. 1931, shall be served in the 
following form; — 

Notice of Demand under faragrafk 1 of Part I-A of the 
Schedule to the Indian Finance {Su'p'plementary and 
Extending) Act, 1931. 


To 

1. You have been summarily assessed for the year 

to income-tax amounting to Rs. 
shown in the copy of the assessment form sent herewith. 

2. If you are dissatisfied with this assessment, you 
may apply to me within 30 days of the receipt of this 
notice for the cancellation or revision of the assessment. 
My orders on such application will be final, and 
will specify the time within which payment should then be 
made. 

3. You may, however, also submit with such applica- 
tion a return of your income under section 22 (2} 
of the Indian Income-tax Act in the form attached 
for the purpose. If you do so, the demand now 
made will be cancelled and the assessment Tyill be 
made under section 23 of the Act, and, subject to 
section 30 of the Act, an appeal will lie to the Assistant- 
Commissioner. 
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4. If you do not present sucli an application (with or 
without a return) within the time specified in paragraph 
2, you must pay the amount of Rs. on or 

before the to the officer in charge of the 

Government Treasury or Sub-Treasury/ the Agent, Im- 
perial Banlv of India, at 

For failure to do so, you will be liable to a penalty not 
exceeding the amount of tax. 

6. Chalans to be presented with the amount at the 
time of pajunent are attached. Should you lose them, 
you should apply to the Income-tax Officer for fresh ones. 

6. On pajunent you will be granted a receipt. 

Income-tax Offieer. 


Circle. 


Dated 


193 . 
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PART III 

NOTES AND INSTRUCTIONS 
REGARDINC I'lIE INCOME- 
TAX LAW AND RULES. 
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ITOTES AND INSTRUCTIONS REGARDING THE INCOME- 

TAX LAW AND RULES. 

1. Extent of the Act. IScction 1 (5).] — (i) This sub-section 
governs the whole of the Act and defines the areas to which the 
Act applies. Section 7 (2) on the other hand governs merely the 
taxation of particular classes of income. 

(ii) The words “and to all other servants of His Majesty in those 
dominions” were added in the Act of 1918 as it was considered 
advisable to abandon the previous limitation, in the case of persons 
servin" outside British India, of liability to British subjects, since 
it not infrequently happens that subjects of Indian States are taken 
into Government employment and sent to serve in places outside 
British India. 

(iii) The words “including British Baluchistan” were inserted in 
the Act of 1922. Prior to the passing of that Act, the Income-tax 
Act was applied to British Baluchistan by notification in a restric- 
ted form, income-tax being, under the notification, leviable only 
upon salaries received by persons in the service of, and paid by or 
on behalf of. Government or of a local authority established in the 
exercise of the powers of the Governor-General in Council. The 
Act now applies in full force to the whole of British Baluchistan. 

(iv) The whole of the Act, with the exception of sections 7 (2) and 
■64, has been applied to the Civil and Military Station, Bangalore, 
•and the District of Abu, while to Berar the whole Act except sec- 
tion 7 (2) has been applied. Only so much of the Act has been 
applied to the Cantonment of Baroda, the British administered 
.areas in Central India and the British administered areas (exclud- 
ing Railway lands) in the Bombay Presidency, as relates to the 
assessment and collection of income-tax on salaries of Government 
servants or of local authorities established in the exercise of the 
powers of the Governor-General in Council. 

(v) The Civil and Military Stations of Bangalore, Berar and the 

District of Abu are distinct from British India and, strictly 
speaking, all profits accruing or arising or received in British 
India or deemed to accrue or arise or to be received in British 
India are liable to tax even if they have already been taxed in those 
areas. Similarly, all profits accruing or arising or received in any 
of those areas or deemed to accrue or arise or to be received in 
those areas are liable to tax even if they have already been taxed 
in British India. Berar is practically treated as part of British 
India for purposes of assessment and no question of double taxation 
■arises- When the same profits are taxed both in British India and 
in the Civil and Military Station of Bangalore, a deduction or 
refund is given in British India equal to the tax levied on such 
profits in the Civil and Military Station if the headquarters of the 
firm or company, etc., are in British India, " > “"Tr'iiar refund 
•or deduction is given at B- ''v^.if the headt e ■ 

•or company are at Ba ■ 
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(Hi) If a land-owner grows on his own' land wliich is assessed to>. 
land revenue forests or trees and derives income therefrom, he is. 

Page 143 — 

After sub-paragraph (vii) insert the following : — 

vii{a). Under section 15 of the Indian Tea Control Act, 1933, 
the owner of a tea estate may transfer Ins right to obtain export 
hcences in whole or in part to any party. The profits resulting 
from the sales of such export and production quotas and, on the 
other hand, the expenditm'e incmred by the transferee in purchasing 
such quotas should be treated as follows for the pm’pose of the assess- 
ment of income-tax with reference to Rule 24 of the Indian Income- 
tax Rules, 1922. Where the quotas are transferred by the owner 
of a tea estate to which they appertain, the price reahsed should be 
treated as if it wnre income derived from the sale of tea grown and 
manufactm'ed by the seller, since the allocation of the quota has 
resulted from the growth and sale of tea by the seller in previous 
years. In that case, therefore, only 40 per cent, of the income deriv- 
ed from the sale of the rights will be held liable to tax. Where, 
however, a fm’ther transfer is made by a person other than the 
ovner of the tea estate to wdiich the quota has been so allotted, 
whether or not such person is himself the owner of a tea estate to 
which another quota has been allotted, his profits on that transaction 
cannot in any sense be said to have resulted from the grow'th by him 
of tea and will have to be treated as whoUy taxable in the assessment 
of the seller. The same appfies to the profits made by an owner 
of a tea estate out of a transaction in rvhich he buys a quota and 
uses it for the export of tea grown in an estate not his o^vn [e.g,, 
after manufacturing tea in his factory from green tea grown else- 
where). If a quota is pm’chased by the owner of another tea estate 
and is utilized by him for the exportation of tea grown on his own 
estate, such pm’chase enables the purchaser to market the product 
of his own tea estate, and it follows that the cost of buying the quota 
will have to be debited to the income of the concern before appor- 
tionment under Rule 24 of the Indian Income-tax Rules. Where 
the quota is purchased by a person who is not the owner of a tea 
^estate, or if purchased by the owner of a tea estate is resold by him, 

or is used by him for the export of tea grown on an estate not his 

own, the expenditure will be allowed in full in computing the pur- 
chaser’s profits, since, as already explained, the net profits of such 
a person from the transaction are taxable in full and are not covered 
by Rule 24 of the Indian Income-tax Rules. 

vation begins, but when once tne cuirivaxiion iido — 
completion of the planting, the annual cost of the upkeep of such 
extensions should be allowed as a business expense even although 
the expense is not in bearing.. As regards the question as to what 
is capital or revenue expenditure in respect of tea gardens see 
paragraph 64. 


K 
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If X per cent, of tlie pro6ts pay tax' in the hands of the 
company the total income of the shareholder for the purpose 

dividend multiplied by 
dvi-l/JlJ taking the maximum rate of income-tax as 2 annas 
and bj pies, ihat part of the profits of the company which 
IS not taxed in its hands will, of com-se, be taxable in the 
hands of the share-holder under Section 14(2)(a) if the in- 
come is^ liable to tax under Section 4 (1) and is not exempt 
under Section 4 (3) or under one of the notifications issued 
under Section GO. But no addition on account of income-tax 
siiould be made to the part of the dividends not taxed in 
the liaiids of the company in computing the shareholder’s 
total income. 

(nr) Illegal abwabs are taxable since they do not come within the 
'definition of “agricultural income”. So also are the following 
items, oiz. : — (a) fees received from land used for storing purchase 
■of crops iPaiali), (b) punyaha nazar or nazar paid by tenants of 
agricultural holdings at the beginning of the zemindari year, (c) 
iKiztir for petitions presented to the zemindars dealing with ques- 
tions of successions, settlement and partition [Raja Probhat Chan- 
dra Barua versus King Emperor, High Com-t of Bengal Reference 
No. 1 of 1926 (n, Srinivasan Tax Cases, page 392) and Privy 
•Council Appeal in the same case]. On the other hand, the ruling 
in the Bengal High Court Case No. 40 of 1920, Bhendra Kishor 
•Manikya versus Secretary of State for India (I, Srinivasan Tax 
Cases, page 67), in which it was held that though the premium 
paid for the settlement of waste lands or abondoned holdings might 
reasonably be regarded as “rent or revenue” derived from land, as 
used in this definition, the same considerations did not apply to 
Ihe salami or premium paid to a land-holder for recognition of a 
transfer of a holding from one tenant to another, has been over- 
ruled, in respect of the salami in question, by a Full Bench of the 
Hi"h Court of Bengal in Reference No. 1 of 1925, Na^bzadi 
IVIeliar Bano Khanum versus Commissioner of Income-tax, Bengal 
(H, Srinivasan Tax Cases, page 99) ; this Full Bench decision was 
followed by the Patna High Court m Case No. 47 of 1926. Maha- 
rajadhhaj of D^rbanga versus Commissioner of 
B & 0. (in, Srinivasan Tax Cases, page 158) and again ma 
tained (by way of obiter dictum) in the High Court s 
cision in the Reference case, already quoted, of Raja Piobh 

■Chandra Barua. 

(X) The main judgment in ‘he Beferenee (which was 

ihe Privy Council) dealt, not with the question of what is exemp 
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.'’juder the ^Ict as agricultural income but with the question whether 
•non-agricultural income from permanently settled land is exempt 
under the Settlement, and answered chat question in the negative. 

ixi) Again in the Patna High Court Case No. 74 of 1919, in the 
matter of Bhikanpm- Sugar Concern (I, Srinivasan Tax Cases, 
page 29) and in the Bengal High Court Case No. 83 of 19*20, 
'Killing _ Valley Tea Company, Limited uersiix Secretary of State 
ifor India (I, Srinivasan Tax Cases, page 54), it has been held that 
the profits of sugar factories and profits derived from the manufac- 
ture of tea as a marketable commodity from the green leaves are 
liable to assessment. 

3. Definition of “asscssee.''' \_Section 2 (3).] — (0 “Assessee” 
is defined to mean a person by whom income-tax is payable. 
Tneome-tax includes super-tax which is defined in section 55 to be 
■“an additional duty of income-tax." Under section 3 (39) of the 
General Clauses Act, the word “person” includes any company 
•or association or body of individuals whether incorporated or not. 
'The executor, administrator or other legal representative of a de- 
ceased person is treated for the purposes of an assessment on the 
income of such deceased person, as an assessee, 

(li) The charging sections (sections 3 and 55) lay down who the 
persons and associations are who are liable to income-tax and 
super -tax. Income-tax is payable under section 3 by every indi- 
vidual, Hindu undivided family, company, lirm and other associ- 
ation of individuals, and super-tax under section 55 is payable by 
■every individual, Hindu undivided family, company, um*egistered 
firm or other association of individuals not being a registered firm. 
While both income-tax and super-tax, therefore, are payable by 
■every individual, Hindu undivided family, company and other 
association of individuals not being a firm, there is a distinction 
in the case of firms. All firms whether registered or unregistered 
(see paragraph 10) are liable to pay income-tax but while um*egis- 
tered firms'- are liable to pay super-tax, registered firms are not. 
‘The income of registered firms is liable to super-tax in the hands 
■of the individual partners of the registered firm. Co-operative 
Societies, Clubs (not being companies) and Chambers of Com- 
merce are examples of “association of individuals.” 

(ui) Private provident funds of companies and firms should not 
'be assessed to income-tax as “other associations of individuals,” 
-otherwise than by deduction at the source upon their income from 
investments and should not be charged to super-tax at all. They 
•are also, eligible for refund of tax under Section 48 if they comply 
•with the provisions of that section. 

4:. Definition of ‘'company” . ^ [Section 2 (6).]-— This defini- 
tion includes all companies constituted in the Dominions of the 
'Crown, while the latter part of the definition is confined to such 
foreign associations as ' the Central Board of Revenue may deshre 
■to treat as companies for the purposes of the Act. The object of 
•this latter part is to include associations such as the French 

X 2 
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Ia.v, if the Can“arSr^aTHev»nrZt1hT“f^^i ^Ta“^ 
treated as companies for the prS.osL ctte let 

•«CTts'— I”‘J‘‘‘n States and Dominion Govern- 
. Any trade or business m .British India carried on bv rhA- 
overnments of Indian States or of any parfe of the British ^Em 
?n 7 Government of India or a Local Government" 

nnrn^ A occupied and goods owned in British India for the 

purpo^ of such busmess are, under the provisions of the Govern- 
ment Trading Taxation Act (TU of 1926), hable to taxation under; 
the Indian Income-tax Act in the same manner and to the same 
extent as m a, like case a company would be. Before attemptincr 
to assess the income of such Government, the Income-tax Officer 
should serve a notice under section 2 (12) (b) of the Indian Income- 
vax Act upon some representative of the said Government in Bri- 
tish India declaring his intention of treating such representative 
as the principal officer of such Government, 

6. Definition of “previous year." [Section 2 (11).']— (i) Under 
section 3 of the Act, assessable income is to be computed with re- 
ference to a fixed period which is known as the “previous year". 
This fixed accounting period, the income, profits and gains of which 
alone are taken into consideration in makmg an assessment, is 
treated as isolated, without any consideration of what went before 
or what came after. The definition of the phrase “previous year" 
m the Act of 1918 restricted the accounting period to a period of 12' 
calendar months. The period of 12 calendar months was the- 
period ending on the 31st day of March next preceding the year' 
for which the assessment was to be made, but the assessee was 
given an option of adopting a year of 12 calendar months ending 
on a date other than the 31st of March if that was the date up to 
which his accounts were made up. This gave rise to difficulties 
in the case of certain communities, whose commercial year is not 
necessarily a calendar year, but is a period which, expressed in 
calendar months, varies from year to year, and in one year may 
be slicrhtly over and in another slightly under 12 months. Agam, 
under the definition in the Act of 1918, any vear which was 
adopted in place of the financial year had to terminate at some 
period within the jirevious financial }'ear, and as there are numerous 
cases where the commercial year terminates m the month of Api h 
the retmns and accounts on which the assessment was base 
such cases related to a period more than 12 months pnor to 
date of assessment. While the definition of 
of 1918 has been repeated practically without 
(a) of this sub-section, clause (b) is a Central 

the difficulties referred to above. Under this clause ^ oroyince, 
Board of Eevenue or the Commissioner of Income-t^x ■: P ^ 
authorised by the Central Board of “e may 

the “previous year” a commercial TermLto on a date- 

or slightly under 12 months, and which may ter 
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subsequent to the end of the previous financial year. The Central 
Board of Eevenue has authorised the Commissioner of Income-tax 
in each province to determine as the “previous year” in the case 
of any person, business or company, or class of persons, business 
•nr company. 

(a) a commercial year which may consist of more or less than 

12 months, provided that no commercial year which 
may extend to less than 11 or more than 13 calendar 
months in any one year shall be so determined ; and 

(b) a commercial year terminating after the end of the pre- 

vious financial year, provided that no commercial year 
terminating later than one month after the end of the 
previous financial year, shall be so determined. 

Where the Commissioner desires that a “previous year” should 
be recognised which does not come within his powers of sanction as 
stated above, he must obtain the orders of the Central Board of 
Bevenue. 

(ii) Income-tax Officers are, therefore, debarred from treating as 
a “previous year” any period which does not come within the defi- 
nition in sub-clause (a) of clause (11) of Section 2 unless such “pre- 
vious year” has been sanctioned either by the Income-tax Com- 
missioner or the Central Board of Bevenue. 

{Hi) Under the substantive part of sub-clause (a) of clause (11) 
of Section 2, an assessee has an absolute option to elect for the first 
time a “previous year” other than the financial year ending on the 
31st day of March and in that case, the proviso to that sub-clause 
does not come into operation. The effect in such a case of the sub- 
stantive part of the sub-clause in question will be to make the ‘pre- 
vious year’ , the year (i.e., the 12 mouths) ending on the day to which 
the accounts have been made up, and Section 3 requires the assess- 
ment to be made on the income of the whole of that year. 

(io) Where, however, the assessee has aheady exercised his 
option .under the substantive part of sub-clause (a) of clause (11) and 
■ is seeking to change his previous year for the second time, the 
proviso to the sub-clause in question comes into operation and it is 
open to the Income-tax Officer under the proviso to impose condi- 
tions involving an assessment otherwise than in accordance with the 
normal requirements of the Act. In such a case, the condition 
which the Income-tax Officer may have occasion to impose may be a 
-condition that the assessment should be made on the income of a 
period exceeding 12 months. But should occasion arise to require 
assessment on the income of a period of less than 12 months, the 
imposition of a condition in this sense would equally be within the 
Income-tax Officer’s competence. 

{v) When the condition imposed under the above proviso means 
.an assessment on the income of a period in excess of 12 months — 
say X months— the rate of tax to be applied to the aggregate in- 
come may be stipulated to be the rate applicable to a total income 
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arrit-vd :a by apply in^r the fonimla 1*2/X to the aggregate income 

in) A-i lygaalH super-tax. the condition imposed under the above 
piini.Mv jui”ln jcsjuire that it may be computed as follows. In the 
ln.-,t p ace, the lurmula already mentioned, m., 12/X should be 
api)lic(l to tile income lor tlic period under assessment. On the 
rcMilimg mcome, .sujjcr-tax should be calculated in the ordinary 
'■■‘v ' - deduction of Es. 30,000 or Es. 50,000' 
or Its. To.OOi), as the case may be. The total super-tax thus’ ar- 
rived at should then be multiplied by X/12 and the result will be- 
the amount of .super-tax leviable. 


irii) .Vs .slated above, under the proviso to sub-clause (a) of 
claust' (II) ot Section 2, an asses-see who has, after the 31st March 
1022, once exercised the option of selecting as his “previous year”' 
a year terminating on a date other than the 31st day of March with- 
in the previous financial year, cannot again exercise that option 
except with the consent of the Income-tax Officer, and upon such 
conditions us ho may think fit. Income-tax Officers in dea lin g with 
such cases, and Commissioners in dealing with such cases, and 
Commissioners in dealing with cases under sub-clause (b) of clause- 
(II) of the above Section 2, should take steps to secure that the- 
changing over from one previous year to another shall not result, 
in any loss of revenue either because any loss of income, profits or 
gains which, but for the change in the accounting period, would not 
iiave coino under assessment is, by so doing, brought thereunder or 
otherwise. The convenience of an assessee in this matter must be- 
studied so far as possible, as it is desnable that the accounting" 
period for income-tax purposes should be the same as the account- 
ing period according to which an assessee makes up his accounts- 
for the pm'pose of his business, but in the actual year of change, 
conditions should be laid down sufficient to secure that the substi- 
tution of one year for another shall not result in any income, profits 
or gains of an assesee escaping assessment. 

(viiO If an assessee closes his accounts in different dates for 
different businesses or different sections of the same business, or 
different som’ces of income, his income should be calculated sepa- 
rately for each business, section of business or somree, according to< 
the accounting year adopted for it and the aggregate of the incomes 
thus computed should be treated as the mcome of the prevfous yeay 
Each of the years of which the income is thus added together mus , 
of course, satisfy the definition of ‘pre"vdous year in section 
of the Act with reference to the same year of assessment. 


(tx) If an assessee for some special reason closes his accounts on 
a particular occasion on a date different from ^usually a er 
that which he usually adopts, ordinarily proportionate ot 

months out of the (say) 14 or 16 months for which 

closed should be taken for the current assessment and tfm glance 
of profits for the remaining 2 or 3 months should be left over to be 
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iucUulod ill (he next your’s as^scssmont. In special cases, when the 
Income-tax Oliicer has reason lo lielieve that the temporary extension 
of the account iipij period has been resorted to by the assesscc with 
some ulteri<;r motive, lie may use the discretion given to him b}^ 
the proviso to section L:'. of the Act. 

(.(•) iiere an Income-tax Ofiicer grants permission to an asses- 
see to change his a.ccounting period, lie should record the fad clear- 
ly in his asscsnient order, stating in detail the nature of the change 
permitted, and the conditions on whicii permission is granted. 

7. Dcfiuilion of "Principal Ojliccr" . [Scciiun ii (15).] — 
Income-tax Oilicers should treat as the “J?rincipal Oliicer” of a 
local authority or company or other public body or association in 
the lii>t instance the oHicials spccilied in clause (a) ; it is only in 
cases where the Income-tax Oliicer has no information regarding 
the persons who discharge the functions of the oflicors mentioned’ 
in clause (a) or where sucli persons cannot be found, that ho 
should use the powers conferred by clause {b) of treating as the 
principal oliicer any other person connected with the company, 
public body or association. 

8. McMuing of the term "local authority”. — ‘‘Local autho- 
rity”, a phrase used in sections 2 (J5), 4 (3) (h'O, 7 and 21, is 
defined in section 3 (5S) of the General Clauses Act, 1897 as 

“a niunicipal district board, body of port coniinissiouers or other 

authority legally entitled to, or entrusted by the Government with tho control’ 
or nianageiueiu of, a municipal or local fund.” 

9. Definition of " public servant” . [Section 5(13).] — This- 
definition is of importance for the purposes of section 54 of the- 
Act. The definition of the phrase in the Indian Penal Code con- 
tains the following ; — 

“Tho words ‘public servant' denote a per.son falling under any of the- 
descriptions horeinafter following, namely : — 

Minth. — ^Every officer whose duty it is, as such oQicer, to take, receive,, 
keep, or expend any property on behalf of Government, or to make any sur- 
vey, assessment cr contract on behalf of Government, or to execute any 
revenue-process, or to investigace, or to report; on any matter affecting the- 
pecuniary interests of Government, or to make, authenticate or keep any 
document relating to the pecuniary interests of Government, or to prevent the- 
infraction of any law for the protection of the pecuniary interests of Govern- 
ment and every officer in the service or pay of Government or remunerated by 
fees or commission for the performance of any public duty; 

Tenth. — Every officer whose duty it is, as such officer, to take, receive, 
keep, or expend any property, to make any survey or assessment, or to levy 
any rate or tax for any seculiar common purpose of any village, tov/n or 
district, or to make, authenticate or keep any document for the ascertaining of 
the rights of the people of any village, town or district. 

Exflanation 1. — Persons falling under any of the above descriptiorc; are jrat- 
lic servants, whether appointed by the Government or not. 

Explanation 2. — ^Wherever the words ‘public servant’ occur, tley „hal! 
understood of every peison who is in actual possession of the eir-jation 'A ^ 
public servant, whatever legal defect there may be in his right to hold 
situation.” 
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under aii*^instrnmpnt registeied must be constituted 

^^stiument of partnership which definitely sneoifips thp 
mdividual shares of the partners in the profits of the firm The 
deed of partnership to be registered both for purposes of assess- 
ment to mcome-tax and _ super-tax is that in tome in the year 
m which the assessment is made. An application for registration 
may be made at any time before the assessment of the income of 
the farm is made but it is desnable that the application should ac- 
company the return under section 22(2) of the Act. If an appHca- 
tion is JnaaG ciffcer th.6 asssssmeiit of the firm, it should be returiied 
to the person presenting it as out of time. Even if such an appli- 
cation is accepted it can have no effect on the assessment for that 
.year, vide decision in the Allahabad High Court Case No. 223 of 
1923, in the matter of Lailamal Hai’deo Pass Cotton Spinning Mill 
•Company of Hathras (I, Srinivasan Tax Cases, page 266). The 
words “no part of the income of the firm has been assessed” in 
rule 2(b) refer to cases in which the whole of the income of the 
person in question had escaped the attention of the Income-tax 
Department altogether until proceedings were started under section 
•84. They do not apply to a case in which proceedings have been 
taken under section 23 in respect of the income of any person and 
-owing to that persons' concealing part of his income he has been 
•declared not liable to tax. Here and wherever else in the Act or 
Buies there is nothing repugnant in the context the words “assess” 
and “assessment” evidently refer to the process of determining 
the amount of profit or loss made by a person in the previous year 
-nnd not to the process of levying tax or declaring that no tax is 
payable which as section 23 shows is a process distinct from and 
subsequent to assessment although the word “assessee” is defined 
in sub-section 2 of section 2 as a person by whom tax is payable. 
'The distinction between a registered and um’egistered firm for the 
purposes of this Act is : — 

(ii) Income-tax is assessed upon the profits of a registered firm 
at the maximum rate whatever the amount of the profits of the 
registered fium may be (see Finance Act) ; and a member of such a 
registered firm, on satisfying the Income-tax Officer that such maxi- 
mum rate is higher than the rate applicable to his “total income,” 

•or that his income is below the minimum chargeable with income- 
tax, may get a refund on his share of those profits calculated at 
the difference between the two rates at the rate , at which incom^ 
tax has been levied as the case may be [see section 48 (5)J, sucn 
share of the profits being included in the “total income or sue 
member for the purpose of determining the rate applicable 
-section 16 (1)1. In the case of an unregistered firm is 

levied on the income of the firm at a rate graded according o ^ 
profits of the firm as if it were an individual (see A ’re 

member of such a firm is not entitled to any refund, b 
5 the profits of the firm is included in his “total income for the 
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purpo^jo 01 tlctei’iiuniiiLX ti\c r.Uo at which he shall pay iucomo-tax 
on any oihor income [see section IG (/)]. 

(j/s'i I’iie profu.s ol a rciji^Un'd linn arc liable to lax at the maxi- 
mum rate even ii ihcy arc less than its. i,(lOtl wliilc an unregistered 
firm is not liable to income-lax if 'its protiis in any one year are 
less than l\s. 1,000. Cut where the proliis of an unregistered firm 
arc not a.'^sessed to income-i:ix, they are liable to tax in the hands 
of the individual member.s of the firm, that is, iliey are included 
in the. assessable income of tlie individual member [see h'inance 
Act and section l-i (0) (6) j ; 


(/r) A rcijisiered linn i.-- luu liable to super-tux , the share of in- 
dividuiil members in the proiits of such a firm being included in 
the income of eacli individual numiber for the purpose.s of super-tax. 
An unrcgislcred firm is, however, liable to super-lax (like an indi- 
vidual) on that amount of the profits of the firm whicli is in excess 
of i\s. GU,(JU0 (see Finance Act and section 5') of the Income-tax 
Act). Super-tax is not payable by an individual having a share in 
an unregistered firm in respect of the profits of the unregistered 
firm, e.xcept, in cases wliere the profits of tiic unregistered firm 
have not been assessed to .super-lax (see section 55, proviso). A 
firm cannot legally enter into partnership with anotlicr firm, vide 
decision of the Allahabad High Court in Jayadayal Madan Gopal 
versus Commissioner of Income-tax, United Provinces. It does 
not, however, follow that because a firm is not a partner in another 
firm what is described as its share in tlie profits of such firm is not 
its income. A firm in which another firm purports to be a partner 
cannot be legally registered for ■’income-tax purposes”. 

(y) It has been held that under the Indian Contract Act, 1872 
(IX of 187*2), a minor cannot become a partner in a firm. But he 
may be admitted to the benefits of partnership in a firm, with the 
consent of all the partners for the time being. A minor who pur- 
ports to be a partner in a firm should be treated exactly like a 
minor who has been admitted to the benefits of partnership in a 
firm A minor who has been admitted to the benefits of a partner- 
ship has a right to such share in the property and the profits of 
the firm as may be agreed upon — not between him and the part- 
ners, for he cannot be a party to a contract but between the part- 
ners ; and his share in the property of the firm is liable for the 
acts of the firm, but he is not personally liable. Provided that 
there are at least two persons competent to contract among the 
members of the firm, the fact that there is also a minor who pm*- 
ports to be a member of the firm, or who has been admitted to the 
benefits of partnership in the firm, does not justify the Income-tax 
Officer in refusing to register the firm. In such cases the minor 
has an ascertainable share in the property and the profits of the 
firm. His share cannot be “ignored”, or attributed to the other 
partners. The application to his share in the profits of the firm 
of the provisions of sub-section (2) (b) of section 14 and sub-section 
<1) of section 16 presents no difficulties, whether the firm is regis- 
tered or not. The fact that a minor cannot have the status of a 
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mciubcr of a registered firm does not take away his rwhf fn 

refund, bection -18 ( 2 ) specifically provides for soch n ? 

a claim may be made on his behalf 

siblo on behalf of the minor to t set oStti 

section 24 m respect of his share in loss sustained by a 

income”. Section 2 aS).!— The 
pmase ^otal mcomo is used in sections 3, 15 (3) ifi (J) 17 

M U) -and (») 23 (j) (y) .g, 55 -g, the 

dclmition and toi the use of the phrase is due to the fact that as 
s ;ued in paragraph 3, tax is payable not only by individuals, but 
also by linns, companies, Hindu undivided families and other asso- 
ciations ot individuals ; that is, the Act provides for taxation at the 
source in certain cases and for taxation in the hands of the indivi- 
dual lecipicnt^ in others. ^Vhether, however, tax is deducted at 
the source or in the hands of the individual recipient, it is the total' 
income of the individual recipient from all som-ces to which the- 
Act applies that determines his liability to income-tax (that is, 
whether his total income amounts to Bs. 1,000), and the rate at 
which he has to pay income-tax on the whole of his income. The- 
solitary exception is in the case of Hindu undivided families, in- 
come from which [under section 14 (2) read with section 16 (1) of 
the Act] is not included in the total income of the individual re- 
cipient. Again, there are certain classes or portions of income 
such as the amounts deducted from salaries under the proviso to 
section 7 (1), contributions to a recognised provident fund exempt 
under section 58-F (i), the sums paid on account of msurance 
premia under section 15, securities issued income-tax free by the 
Government of India or by Local Governments under the provisos- 
to section S, on which income-tax is not payable, but all such sums 
are included in the total income of the assesses for the pm’pose of 
determining his liability to income-tax and the appropriate rate at 
which the tax shall be levied- There is, however, no taxation at 
the source in the case of super-tax, except to the limited extent 
provided for by sub-sections (3A), (3B), (30), and {3D) of section 
18, nor are there any portions of income (other than income derived 
from a Hindu undivided family by a member or frorn an unre^s- 
tered firm in the special case mentioned in the proviso to section 
55 ) which are exempted from payment of super -tax and it is 
the total income that super-tax is chargeable in the hands of tne 

individual. 

12. Graduation of income-tax. (Section 3.)— -The Income-tax 

Act deals merely with the basis, the methods and 

assessment, and does not contain as the 4fL^harged 

dnleq snecifvino- the rafce.s at which income-tax shall_ be ciaargtiu. 

These rates are^determined by the ^ f ZresiSeThy the 

TrUmanee Act will be ^ 

Manual. The same i-emarks apply to super 

of the Act). 
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"rr.cV.’Kc’ 


Ki^cclion i).) — (/'> Si'fiion -i oi ili'* 


10 uu'<)in<‘ 


iO 4 * - 


- __ ihe Act should iipply 

~r^~c cr::cr:enced in roiiard to the assossincnt of huu- 
;-:~r -i .iHigh Com-rruling that the word “iiicoiiK'” 
f:- £ire-z: income actually or cuiihlruetively ivccivfd 
r n 5 c c; :Le vrord in that sense in the isiid Hcciion ie,,» 
lirA,:cl nnv mtovpvetatiou to be placed upon tin- lol- 
'Z.S ci the Act which speeilieil the diricrcnl elaise^ (>1 
A :: t-'e tax. 'This inierpi'i'luiion would, it iiiriclly lol- 
^x'-ttsed coiiisderablo inconvciiience in ac- (> bu aiu'.s! 
rradts lo ahes^ assessees who keep their aceo\nUa not on the ha na 
of snms actnallv received and sums aetuiilly paid out bui on llu' 
•Drincinles of mercantile accountancy, by tlic preparation ol a prolil 
nrid loss account and the comparison of ibc valui- ol I lie t.toek in 
hand at the beginning and at end of e.wli y<'ar, lauce .,ucb 
assessees would have beou required to rcca.h ibe whole ol their 
accounts on a cash basis for income-tax rctunia. 'I'lieia; were other 
directions also in which so strict an adherciici; to llu: Inlei'pnHation 
placed on the word “income” would liavc (:itu.,cd dillieiillic.i. b'or 
this reason the phraseology in aection h and hi oilier scetions ol 
the present Act has been rc-worded, 'I’lic jda/i adopted has been, 
not to attempt a general covering fldinitioii of ''income”, but ta 
prescribe that the tax shall bo cliargeabl'; not upon “iuceme” 
(whether “income” be deemed to ineiin actual n'ceipts and ex- 
penditure or any other general dernhtlrm) but iii respect et ’ ' 

income, profits or gains” as set out and deliiicd in seetieu . 
sections 6 to 12 of the Act. (1 there is any class of imv.. e . 
does not fall within the words tliat iinpoae the charge in ...v -v - 
tions, that class of income i , not v/jldiin I be iieope of t'!\ ; \ 

(M) Por the method of zf/'/, ot\\}n\ lo be adopted .r. 

“income, profits or gai.e-/', ./-e ;.-a;agraj))i fiO. 

14:. AewuaUw) pf'M'A U/ h<'. a4o(dfid for drtc, . 
income, ^SeetAm 4,, 'Ij h'n'.O'r »jie A(‘t of o'' < . .. 
fixed for zny yv',:' ‘/.ax ,'e/fod o/i the iueoiv.e a: : 

visional a'-.V: os.oox v.ae fh'A /nadc on tlte i: 
year and toi , ax/j't-.v.en'l '/.'as aiil)se(]\ioiit'v 
when the o; t/ai year in wluoh Vh; 

was made vras a/:er.ained, M’his sv^ic' "- 
m the present /.et y.'hieh provides for / ; ' 

Horsed for any year being assossod 
a.nd ga./:; or tne ^*previous vc.ir" 5.-- 
abmht.ym of the adjustmont svsaec: • 
proy.do'i for in '///.ion 25. Tlho V ' 
are made fiuallv iir :: - ' 




f d ^ 

fr'S-^ 


o zy , this section. 
'//n,.an A/, in order to gt 
v-.,r >; delay in maih-J 
vaose down durA’' ' 
^5 provided :/./ - 
naent on the ineon:<* - 
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'’Sit— 

cretionaxy and not an obligatoiy method of assessmeS to beldoDted 

lead toTlol of relent®' ™gbt 

sec/it ^Sllts“e?tSo2 I 

vocations on which tax had been charged under the provisions of the 
Act of 1918. Since the abolition of the adjustment system meant 
that_ m the case of those particular business the tax would, had no 
special provision been made, have to be paid on the profits of one 
year more than under the system in force under the Act of 1918, 
it is specially provided that in the year in which such businesses! 
professions or vocations close down, the adjustment provided for 
in the Act of 1918 shall be made. 


(ui) An exception to the general rule that assessments are made 
•on the income of the previous year will also be found in section 24A. 
Where it becomes known to an Income-tax Officer that a person 
may leave British India during the financial year or shortly after 
its expiry and that he has no present intention of returning, the 
Income-tax Ofificer may proceed to assess hhn on his total income 
for the period from the expiry of the last previous year for which 
he has been assessed up to the probable date of his departui'e from 
British India. This provision is intended to catch temporary resi- 
dents, such as touring theatrical companies, or persons about to 
ohange their residence on retirement from the country, who would 
■otherwise escape tax by leaving British India before the close of 
the year. The rate applicable in respect of such assessments is the 
rate in force at the time of such assessment. 


15. When income earned outside British India is taxable. 
[Section 4 (I).]— (i) The Act applies to all income from_ whatever 
nomrce it is derived if it accrues or arises or is received in British 
India, or is, under the provisions of the Act, deemed to accrue or 
arise or to be received in British India. ^ The tax is, therefore, 
payable on all income arising or accruing in British wh^her 

the recipient resides in British India or not [see j^mdras High 
Com-t Case No. 4 of 1921, Chief Commissioner of Jncorae-tp, 
"Madras, versus Bhanjee Eamjee & Company (I, Snnivasan lax 
Bases, page 147)]. The tax is also payable m respect of mcomo 
received in British India irrespective of whether it acciued or 
arose within or without British India. Tax is also payable m r a 
pect of income which is “deemed under the provismns of 
to accrue or arise or to be_ received in British India 
■cular eases where income is “deeined under the Act f:Q„ 

arise or to be received in British India are specified 
4 (2). section 7 (2), section 11 (3), and section 4-. 

(it) Taxation of foreign incomes. _ [Section f 

4 (2) was inserted in ihe present Act owing to ^ 

■viously been evaded in the case of mcome accrui ^ 
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of British India by bringing in ihc said income at intervals and 
claiming that as such income was not received in British India 
in the year in which it accrued or arose out of British India, it 
.was, when brought into British India, not incomo but accumulated 
profits or savings or capital. The sub-section applies to all incoraciJ 
profits and gains accruing or arising outside British India to a 
person resident in British India and provides with respect to such 
income, profits and gains that they shall be deemed to bo income, 
profits and gains of the year in which they are received or brought 
into British India notwithstanding that they did not accriio or ari.se 
in that year. The provision, of course, merely relates to incomo, 
profits and gains and not to the importation of capital. It does 
not apply to income, profits or gains which accrued or arose before 
the 1st day of April, I0d3, on wiiich day, the sub-section in its 
present form came into force. Income, profits or gains which 
accrued before the 1st day of April 1033 will be liable only if 
they arc inco)ne, projiU and (fainn of a business and are received 
in or brought into British India within 3 years of tho end of the 
year in which they accrued or arose. Income fro)n agriculture 
arising or accruing in an Indian State from land for wliich any 
annual payment in money or in kind i.‘4 made to the State is also- 
not liable under this sub-section. 

{Hi) In the Madras High Court Case No. *1 of 1919, Board of Ec- 
venue, Madras, versus Eamanadhan Chelty (I, Srinivasan Tax 
Cases, page 37), it bus been held that profits derived from business 
carried on outside British India by persons resident in British India 
are not liable to assessment under tho Act if tho profits are not 
remitted to British India. The assessee in this case who resided 
in British India was a proprietor of a money-lending business car- 
ried on by his agents in virious places outside British India. The 
only part taken by the proprietor in the business was to acquaint 
himself with the state of business abroad and occasionally to issue 
general instructions, and it was not disputed that none of the in- 
come accruing abroad had ever been transmitted to him in India. 

iiv) In the Bengal High Court Case No. 56 of 1921, Bengal Nag- 
pm* Eailway Company, Ltd., versus Secretary of State for India (I, 
Srinivasan Tax Cases, page 178), it has been held that the Bengal 
Nagpur Eailway Company is not liable to pay tax on tho interest 
guaranteed by the Secretary of State. This ruling should be fol- 
lowed in the case of all Eailway companies where the interest is 
guaranteed by the Secretary of State and is paid in England only. 
It does not apply to cases where the interest is guaranteed by an 
authority other than the Secretary of State or is paid in India. 

{v) Eor the special case of tax on interest on sterling securities 
see paragraph 16. 

16. Is interest on the sterling securities of the Government of 
. India or on the sterling securities issued by English companies 
carrying on business in British India liable to Indian income-tax? 
—Where such interest is received by the debenture or seemity 
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01 by means of negotiable rupee drafts on a bank in India. 

(21) The leave allowance or salary drawn from anv rnlnm'oT 
Treasury by officers c£ Govermoeots'^ on leave 7 ffi Tto 


(-.2) Leave salaries or leave allowances paid in the United 
Jlingdom or in a Colony, to officers of local authorities, or to the 
^ployes of Companies, or of private employers on leave in the 
United limgdom or in such Colony. 

(23) Vacation salaries paid in the United Kingdom or in a 
Colony to Judges of High Comls or of Chief Courts, to Judicial 
Commissioners, or to other officers of Grovernment. when on vacation 
therein. 


(24) The pensions of officers of Government residing out of 
India drawn from any Colonial Treasury or paid in the United 
Kingdom whether such pensions are paid in sterling or by means 
of negotiable rupee drafts on a bank in India. 

(25) The salaries of the light-house keepers of light-houses in 
the Eed Sea. 


(26) The pensions paid in the United Kingdom or in a Colony 
to officers of local authorities or employes of companies or of 
private employers, such officers or employes being resident out of 
India. 

(27) The interest on Mysore Durbar Securities- 


(28) Pensions granted to officers of His Majesty’s Naval, Mili- 
tary or Ah- Forces, British or Indian, or of the Auxiliary Force,. 
India, or of the Indian Territorial Force, or of the Eoyal Indian 
Marine or to members of the Indian Police Forces, or to civil offi- 
cers serving in a civil capacity with a Military Force in respect 
of wounds or injuries received in. action or in the performance of 
their duties as members of such forces otherwise than in action. 

(29) Pensions granted to members of His Majesty’s Naval, 
Military or Am Forces, British or Indian, or of 

Force, India, or of the Indian Territorial Force, or of the 
Indian Marine, or to Civil Officers serymg m a civil capacity with 
n Militarv Force who have been invalided from service with su 
fo“ o£ bodily disability attributable to. or avgravated 

'by, such service. . , 

(30) Value of rations issued in kind ^ 

in atf. to any officer or other an as 

or iu the Eoyal 

Indian Marine. 
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(31) Value of rent-free quarters occupied by, or money allow- 
ance paid in lieu thereof to, Indian officers, British Warrant and 
non-commissioned officers and men of His Majesty’s Military or 
Air Forces, and British and Indian Warrant officers of His 
Majesty’s Naval and Marine Forces; in all cases irrespective of 
whether the individual concerned is married or single. 

(32) Conservancy allowance granted in lieu of free conservancy 
to non-departmental Warrant and non-commissioned officers of 
the Indian Unattached List, departmental non-commissioned offi- 
cers of the India Unattached List not in receipt of consolidated 
rates of pay and Warrant and non-commissioned officers of the 
permanent staff of the Auxiliary and Territorial Forces. 

(33) The value of the free education provided for the children 
of British Warrant and non-commissioned officers and any grants- 
in-aid made to British Warrant and non-commissioned officers in 
lieu of the provision of free education for their children. 


(34) The income of persons, other than persons in the service 
Ta^e, 159 — 


After item (35) insert the following . — 


“ 3o-A. Shore allowance granted to Warrant Officers of tho Royal 
Indian Navy when employed on Marine Survey duties under para- 
graph 89 (c) of the Regulations for the Royal Indian Navy, Volume 
1 .” 


The Naga Hills District. 

The Lushai Hills District. 

The Sadiya Frontier Tract. 

The Balipara Frontier Tract. 

The Lakhimpur Frontier Tract. 

The Garo Hills. 

The Jowai sub-division of the Khasi and Jaintia Hills Dis- 
trict and 

The North Cachar Hills in the district of Cachar. 

(37) The perquisite represented by the right of any of the 
officers specified in the annexed list to occupy free of rent as a 
place of residence any premises provided by Government. 

I List of officers. 

\ 

, The Governor General. 



The Commander-in-Chief. 

The Governor of a Governor’.= Province 


The Chief Commissioner of 
namely : 

British Baluchistan, 
Delhi, 


Ajmer-Merwara, 



any of the following Provinces,^ 


L 
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Coorg, 

Ihe Andiiuiiiii iiud Nicobar Islands, 
Aden and 


auy first class Eesident in the Political Department. 

n-,vd-,?a n income in respect of which the said tax is 

?ent m v Y 7 ^ property” as is equal to the amount of 

in ^ assesses and 

*0 pio\6d to 06 lost 8.nd iiTEcovorablB, wlicrB — ■ 

(a) the tenancy is hona fide; 


(b) the defaulting tenant has vacated, or steps have been 

taken to compel him to vacate the property ; 

(c) the detaulting tenant is not in occupation of any other 

property of the assesses; 


(d) the assesses has taken all reasonable steps to institute 
legal proceedings for the recovery of the unpaid rent 
or satisfies the Income-tax Officer that legal proceed- 
ings would be useless; and 


(e) the assesses has, for the year for which the unpaid rent 
was due, paid income-tax in respect of the annual 
value of the property to which that rent relates. 

(39) The lump grants made by Government to the Indian 
Church — 


(1) for the provision of episcopal supervision and ministra- 

tions ; 

(2) for the payment of allowances to clergymen entertained 

in lieu of Chaplaincies reduced ; and 

(3) in lieu of the gi'ants-in-aid at present given for the enter- 

tainment of clergymen of the Additional Clergy 
Society under Articles 602 and 603 of the Civil Ser- 
vice Kegulations. 


(40) When in any year an employee participating in a recog- 
nised provident fund has ceased to be an employee of the employer 
maintaining the fund 'and has been declared by such employer not 
to be eligible to receive the whole of the accumulated balance due 
to him, so much of his income as is assessable for that year shall 
be exempted from income-tax and shall be excluded from the com- 
putation of his total income for the purposes of the said Act as is 
equivalent to so much of the accumulated balance due to him as 
hL not been paid or is not payable to him, and if such amount 
exceeds the amount of his income in that year, so nanch of tis 
income in the following yeai- or years as is equal to the amount 
of such excess shall be so exempted and excluded m such year oi 


years. 

(41) Income of a 
ernment securities or 


Service Fund derived from interest on Gov- 
interest on funds deposited with Govern- 


ment. 



161 


[P. 17-18 


Por the purpose of this exemption, a Service Fund means a 
md established under the authority of, or with the permission of, 
overnment for the purpose of securing deferred annuities to the 
bscribers, or payments to them in the event of their resignation 
dismissal from the service in which they are employed, or pro- 
don for their wives or children after their death, or payments 
them estate or their nominees upon their death, to which ser- 
its of Government are alone admissible as subscribers or mem- 
s and the funds of wliich are either deposited with Government 
invested in Government Securities. 

m (1) of paragraph 18 for tho words “ provided that tho face value 
arities so hold on account of any one assesses does not exceed 
” substilute the following : — 

•ovided that the exemption shall apply only to interest on securitie.s 
so held on account of any one assesseo up to a faco value of 
Bs. 22,500 

— ^ - /rorrcctioii Lint No. 2.) 

(iiu ui siiiiiiy , 

“ Accountant 
)r ovided that 
y one assessee 


. V •«« 4AiVVW 

included m the profits of the business on which in- 
come-tax has been assessed and charged under the 
head “business” ; 






Co-op^ 

ing 


and 10th lines from the bottom for the words “ or the Burma 
icoivuibocieties Act, 1927 (Burma A.et VI of 1927) ” substitute tho loWovr- 

“ the Burma Co-operative Societies Act, 1927 (Burma Act VI of 1927) 
or the Madras Co-operative Societies Act, 1932 (Madras Act VI 
of 1932)”. 

(Correction Liab No. 2.) 






profits or gains from 

'fit investments in (o) securities of the natime referred to in 
section 8 of the Indian Income-tax Act, or (b) property 
of the nature referred to in section 9 of that Act : 
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(2) dividends, or 

Societies from toesf ofsec^^ ^ tS'sccS 

whose income liable to income-tax is not taxable at the maximum 
rate or who have no mcome liable to tax should apply to the- 

ant concerned for the issue of exemption certificates- 
authorising persons paying interest on securities not to deduct 
any tax at soui-ce or to deduct tax at a lower rate than the maxi- 
mum, as the case may be. 

_ Where a Co-operative Society incurs a loss under any head of 
income that has been exempted from tax by notification under 
section 60 ( 1 ) of the Act, such loss may be set off under section 24 
against any income that is not so exempted. 

(4) Such part of the profits or gains of a firm which has 

discontinued its business, profession or vocation as is- 
proportionate to the share of an assessee in the firm 
at the time of such discontinuance, if income-tax has- 
at any time been charged on such business, profes- 
sion or vocation under the Indian Income-tax Act, 
1918 (Vn of 1918), or if an assessment has been 
made on the film in respect of such profits or gains- 
under sub-section (1) of section 25 of the Indian In- 
come-tax Act, 1922 (XI of 1922), 

The above exemption applies only to income-tax and not to- 
super-tax. 

Apart from the particular cases mentioned in this_ paragi-aph, 
the incomes or portions of incomes exempted under section 4 of the 
Act and under the orders of the Governor General in Council- 
under section 60 of the Act referred to in paragraph 17 are not 
only not subject to income-tax or supptax, but they are also not 
to be taken into account in determining the rate of tax on other 
income; they are excluded from consideration altogether. 

(5) So much of the income of any Investuaent Trust Com- 

pany as is derived from dividends paid by any _ other 
Company which has paid or will pay super-tax m res- 
pect of the profits out of which such dividends are- 

paid. 

ExpUmUon.-Poi this purpose m ‘'S* g 

pany means a company m respect of which the Crov 

ernor General in Council is satisfied that 

(i) it is a company having for its principal business the- 

^ ' loquisMoi. and Mclmg o£ 

stocks, shares, bonds jssued by-- 

stocks of other companies or m secuiities issu y 

public authorities, 
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in) it is not a company formed for the pm'pose of, or engaged 
in, acquiring or exercising control over any other 
company or group of companies or enabling any 
other persons to acquire or exercise such control, 

(m) it is a company deemed under clause (6) of the Explan- 
ation to sub-section (2) of section 23-A, of the said 
Act, to be a company in which the public are sub* 
stantially interested. 

The above exemption applies only to super-tax and not to income 
tax. 

19 . Where, owing to the fact that the total income of an 
assesses has reached or exceeded a certain limit, he is liable to 
pay super-tax or to pay super-tax at a higher rate, the amount 
payable by him on accomit of income-tax and super-tax shall, 
where necessary, be reduced so as not to exceed the aggregate of 
the following amounts, namely : — 

(a) the amount which would have been payable on account 

of income-tax and super-tax if his total income had 
been a sum less by one rupee than that limit, and 

(b) the amount by which his total income exceeds that sum. 

20 . Allowances in assessing profits of railway or tramway busi- 
ness . — The following modification has been made in respect of in- 
come-tax in favour of income derived from railway or tramway 
business (other than an electric tramway) : — 

An ^assessee deriving income from a railway or tramway 
business may at his option require that in computing 
the profits or gains of such business the following al- 
lowance shall be made in heu of the allowances speci- 
fied in clause (-o), clause (ui) and clause {mi) of sub- 
section (2) of section 10 of the said Act, namely, the 
actual expenditui’e incurred by the assessee during 
the previous year on repairs, replacements and re- 
newals of plant, machinery, buildings and furniture 
which are the property of the assessee. 

Provided that an assessee who in any year has exercised the 
option hereinbefore conferred shall not be entitled save 
with the consent of the Commissioner of Income-tax 
to withdraw that option in any subsequent year. 

Provided further that nothing in this notification shall apply 
to an electric tramway. 

21 . Exemption of income derived from property held under a 
religious or charitable trust. — {i) Under section 4 (3) (i) income de- 
rived from property which is held under a purely rehgious or charit- 
able trust or under any other legal obligation that it should be 
utilised for religious or charitable purposes is exempt. The word 
‘property’ in this section does not bear the restricted meaning that 
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business, 

(a) Secrion 1 (8) (i) esemprs two catesfories of income Fn-sr in 
come from propeny wMch is dedicated absoiutelv and feSadi?’ 
m case of qualified dedication, so much of the income as is applied 

application to rehgious or charitable ^pui-- 

(in) In the 


case of absolute dedication, i.e., where there is no 
outstandmg sectdar mterest reserved by the trust, the exemption is 
complete, in the case of qualified dedication, the trust reserves 
a secular mterest to beneficiaries. Shebairs or heii-s or the founder, 
etc. This secular interest is assessable to income-tax. Suppose 60 
per cent, is under the trust applicable to religious or charitable 
purposes and 40 per cent, distributable among the hems of the 
settlor. The^ 40 per cent, is assessable. Suppose also that onlv 
oO per cent, is actually applied or set apart for religious or charit- 
able pm’poses and -the heirs or the Shebairs misappropriate 10 per 
cent. The 10 per cent, is under the section also assessable. 

(tv) The maintenance of a Shebait may or may not come within 
the category of religious or charitable purpose. It depends on the 
circumstances of the case. If, for instance, a dedication is absolute 
and a small portion of the income is given to the Shebait for his 
remuneration for carrying out the trusts of the e.ndonrueut, it 
would not be secular. If, on the other hand, a fixed sum is given 
to religious or charitable purposes and the residue of the income 
is given to the Shebait for bis maintenance, the residue would be 
held to be secular. The test is whether a suit for partition lies for 
division of the residue. If it does, then the residue is secular and 
assessable. In such case, any portion of the dedicated, /.e.. ordi- 
narily exempted income which may be misappropriated would also 
be assessable. 

(v) Section 4 (3) (ii) similarly exempts tiie income of religious or 
charitable institutions which is deiived from voluntary coutiibn- 
tions and is applicable solely to religious or charitable puipoie-:. 

(vf) To secure exemption under clause (/' or danse (it) of >eotion 
4 (3) the income of religious or charitable insthutious and income 
derived from property held for religious or duuitable purpo-es need 
not be actually spent on religious or charitable purposes in the iiyr 
of receipt. It is sufficient if it is set aside for those purpo>'es, n 
the case of mixed trusts, the income-tax authonnes are rcuu..c 
to enquu-e into the application of the income. \\ here 
is held in part only for religious or charitable purpose- 
tionate share of any expenses incurred on management - 
considered as applied to those purpoaCa. 

(vii) To remove doubts regarding the applu'ation oM 
clauses, read with the definition of ‘‘charitable , 

sitte ana other educational iiisi.rationt the S' 

section 60 of the Act mentioned in paragri|i!i h 'I 


property 

> propor- 

hoohl h> 


tV.M 


to umver 

U UU'!'' 
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Attention is also mvited to the J“ S 

maph 17 (6) o£ scholarships granted to meet the cost oE education 

in the hands of the recipients of the scholarships. 


22 . Exemption of incomes of Local Authorities. ISection 4 
(3) (j'-j) “Local Authority” is defined in section 3 (28) of 
the General Clauses Act as a “municipal committee, District 
Board, etc., legally entitled to, or entrusted by the Government 
with the control or management of a municipal or local fund”. 
The words “legally entitled to or entrusted by the Govp'nment 
with” should be construed to mean “entitled by the law of British 
In dia, to 01' entrusted by a Governmental authority in British India 
with”. It follows therefore that there can be no “local authority” 
outside British India within the meaning of clause (iii) of sub- 
section (3) of section 4 of the Income-tax Act.^ _ This view does 
not of course apply to local authorities in British administered 
areas in Indian States to which the Income-tax Act and the General 
Clauses Act have been applied. 

23 . Exemptions of provident Funds. [^Sections 4 (3) (iv) and 

4 (3) (u).] — (i) Under section 4 (3) (iv), the interest on securities held 
by Provident Bunds to which the Provident Bunds Act, 1897 (now 
Act XIX of 1925), applies, is exempt from tax. Similarly under 
section 4 (3) (v), capital sums paid as accumulated balances at the 
credit of subscribers to such funds are exempt from tax and are not 
included in computing then’ “total income”. The words “accumu- 
lated balance” include not only contributions but also interest there- 
on. Under section 15 (2), contributions paid by a subscriber to 
such funds are also exempt from income-tax to the extent men- 
tioned in section 15 (3). Contributions by employers to such funds 
stand on a totally different footing and are dealt with in paragraph 
64. Bor special privileges for “recognised” provident funds see 
paragraph 24 et seq 

(ii) The exemptions granted to Provident Insm'ance Societies 
which comply with the provisions of the Provident Insurance Socie- 
ties Act, 1912, or which have been exempted from its provisions, 
were withdrawn by the Income-tax (Amendment) Act, 1924 (XI of 
1924). Provident Insurance Societies to which the Provident In- 
surance Societies Act applies, or which have been exempted from 
its provisions and which were in existence before 1st April 1924 
will continue to enjoy the exemptions under sections 4 (3) (iv) and 
(v) and section 15 (1) To which they were entitled under Act XI 
of 1922 before it was amended by Act XI of 1924. These conces- 
sions cannot be claimed by any other Provident Insm’ance Societies, 

24. Exemption of '‘recognised"' Provident Funds. — (i) Besides 
the Provident Bunds mentioned in paragraph 23, Provident Bunds 
maintained by employers [section 58-A (b)] whibh conform to the 
conditions laid down in section 58-C of the Act inserted by the 
Indian Income-tax (ProGdent JPunds Belief) Act, 1929, enjoy cer- 
tain privileges in respect of income-tax subject to certain condi- 
tions. The main conditions to which such ProGdent Bunds must 
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conform in order to secure these concessions are 


‘'™ “■ more trastees or 

in the OUicial irustee under an urevocable trust; 

^1) rli.Ht the employer shall not be entitled to recover any sum 
\\liathoe\er from the Fund except where the employee 
IS (hsmissed for /nisconduct or voluntarily leaves em- 
fHoyment without adequate reasons; 


fO' chat in any case such recoveries shall be limited to the 
contributions made by the employer himself; 

Ml that the subscriptions of the employees and the contri- 
butions by the employer shall be regular and not 
casual ; 


lO) that tlie employers’ contribution should not exceed the 
employees’ subscription as a rule, and 

f61 that the employee shall be employed in India or the prin- 
cipal place of business of the employer shall be in 
British India. 


The income-tax concessions are : — 


(a) contributions to a recognised Provident Fund both by the 
employee and the employer taken together shall be 
exempt from income-tax but not from super-tax up to 
l/6th of the employee’s annual salary. In addition, 
an employee can obtain under section 15 (I) rebate of 
income-tax on insurance premia subject to the limit 
laid down in section 15 (3). If in any Fund the con- 
tributions made by an employee and the employer ex- 
ceed the l/6th limit, the excess contributions and 
the interest thereon together with interest in excess 
of the prescribed maximum (at present 6 per cent.) 
will be liable to tax; 

(b) income on the investments held by the Fund is also 

exempt from income-tax; 

(c) the accumulated balance due to an employee which in- 

cludes interest on contributions — is also exempt from 
income-tax and super-tax and is not to be included in 
computation of the total income, provided the em- 
ployee has rendered continuous service with his em- 
ployer for not less than five years. The ComnnssioMr. 

' has also power in certain circumstances to allow the 

exemption even when the service rendered as less tUan 
this period. 

(u) The contributions made by an employer to the individual ac- 
counts of his employee in a recognised Fund, less recoveries if any 
under the provisions of section 58-C (J) (/), are to be allowed as an 
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item of expenditure imcier section 10 (2) (ix) of the Act, as the 
Fund is an hrevocable trust. 

25. Recognition of Provident Fund^ and withdrawal of re- 
cognition. {Section 5S-B.) — (i) The Commissioner of Income-tax 
may accord recognition to any Provident Fund which, in his 
opinion satisfies the conditions prescribed in section 58-C and the 
Indian Income-tax (Provident Funds Pelief) Buies. An employer 
objecting to an order of the Commissioner refusing to recognise 
a Provident Fund may appeal, within 60 days of such order, to 
the Central Board of Bevenue in the form prescribed in the Indian 
Income-tax (Provident Funds Belief) (Central Board of Bevenue) 
Buies. 

(w) There is no specific provision in the Act or Buies for an appeal 
against withdraioal of recognition by the Commissioner, but such 
an appeal should be allowed subject to the same conditions as are 
apphcable to an appeal against an order of the Commissioner re- 
fusing recognition. The Government of India have reserved the 
power to withhold or withdi'aw recognition from any provident 
funds [section 58-B (2)]. 

26. Gonditiorts to he satisfied hy recognised Provident Funds. 
{Sections 58-G and o8-D). — (i) Investment of funds. — (a) A recog- 
nised provident fund consists of contributions by employers and 
employees, accumulations, interest thereon and secmities purchased 
therewith, and no other sums. So long as the “transferred 
balance”, [section 58-J (S)] and the empolyers’ contributions, 
interest thereon, etc., are not invested, the fund will consist solely 
of subscriptions, accumulations and interest thereon. If any part 
of the fund is deposited in the employer’s own -concern, and the 
employer gives the Trustees a promissory note therefor the note 
may be considered to be a “security” within the meaning of 
section 58-C (I) {d). So far as the transferred balance of a fund 
is concerned, there is no restriction as to the manner in which it 
should be held or invested. It may be utilised in the employer’s 
own business, or deposited in a Bank or invested in “securities” 
in the widest sense of the term. The same is true of the em- 
ployer’s contributions subsequent to recognition and the interest 
thereon and on the accumulations of' such interest. The em- 
ployees’ contributions subsequent to recognition and the interest 
thereon and on accumulations of such interest must be invested in 
the securities of the nature prescribed in section 20(a), (b), (c), 
(d) or (e) of the Indian Trusts Act, 1882, and payable in respect of 
both capital and interest in British India. 

(b) A reasonable interval should be allowed to the trustees to ac- 
cumulate the contributions collected before requiring then' invest- 
ment as above. 

(c) A fund is not rendered ineligible for recognition by the fact 
that it can be closed or wound up at will by the employer or the 
Trustees, provided that it is not revocable otherwise than in accord- 
ance with section 58-0 (I) (e). 


/ 
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(d) The fact that a fimd receives donations, for esamnJp fmm t-o 
tog partners, shonid not be held to render it inehgS for ^ 00 !: 


(ii) Appreciation and depreciation in securities helonqina to re- 
cognised prooident f unds.—ia) In certain Provident PunL ft is the 
piactice to revalue the secmaties held at the end of each financial 
yeai and to take the appreciation and depreciation thus ascertained 
into consideration beiore allocatmg to the members their share- 
^' 1.1 profit. This practice does not render the fund ineli- 

gible tor lecognition. ^ Plus and minus enti'ies relatino* to such 
appreciation oi depreciation should be made in the remarks column 
of the Form of account prescribed in rule 6 of the Indian Income- 
tax (Provident Fund Eelief) (Central Board of Eevenue) Pules 
(Part II of the Manual^, Such appreciation or depreciation need 
not be taken into account in determining' the rate of interest under 
section 58-F (2). 


(b) The appreciation of securities itself cannot dii-ectl}' come into 
the computation of the employee’s total income or be liable to tax 
at any time. Though it is a form of accumulation of contributions,, 
it is also not iucome but an increase of capital. 

(Hi) Forfeitures to recognised provident funds. ^Section 5S-G. 
(1) (d).] — (a) The only amounts that an employer is allowed by the 
Act to recover from a recognised Provident Fund are his own contri- 
butions to the account of a dismissed employee or an employee 
voluntarify leaving his employment as stated in section 58-C (1) (/), 
and of interest on such contributions. If the rules of any fund 
provide for forfeitm-es to the employer of any other monies — ^for 
example of a dismissed employee’s ovm contributions and the in- 
terest thereon, this provision is repugnant to section 5S-C (1) if) 
and renders the fund ineligible for recognition. 


(b) A provision for the forfeitui-e to the fund in certain circum- 
stances (c.g., assignment of employee’s interest, an employee leav- 
ing seiwice to take employment under a rival) of so much of the 
amount standing to the credit of an indi'vidual employee as is in 
no cu'cumstances recoverable by the employer, under clause (^ of 
sub-sectiou (1) of section 58-0 of the Act, does not render the fund 
ineligible for recognition under that sub-section. 

(e) Such amounts represent accumulations of sums credited out 
of the employee’s salary with interest thereon, and it is clear tba 
these amounts are witlun the language used in clause (d) of sub- 
section (I) of section o8-C, read with the definition of continu 
tion” in clause (d) of section 58-A. The eftect of clause ig) or 
sub-section (1) of section 58-C is not to requii'e that so muci 
the balance at the credit of an individual employee is not - 
coverable by the employer under clause (/) should be 
employee. It requii-es .the accumulated j^alance y. 

plovee to be payable to the employee aod the_ deftnition oE acou- 

Lulated balance due” in clause (g) 

nises the possibility that by the regulations ot a fund am palt 
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the balance to the credit of an employee may be excluded from 
the amount claimable by him and therefore from the accumulated^ 
balance due for the purposes of clause ( 3 ) of sub-section ( 1 ) of 
section 58-C. 

id) While therefore recoveries by the employer are governed by 
clause if) of sub-section (I) of section oS-C, forfeitures to the fund 
are left by the Act to be governed by the regulations of the fund, 
so that no provision in the regulations of the funds for the ^ for- 
feiture to the fund of any part of the balance to the credit of the- 
individual employee will render the fund ineligible for recognition. 

(e) The inclusion in the rules of a provident fund of a provision 
for the payment of forfeited amounts of an individual member to his 
wife and family does not render the fund ineligible for recognition. 
The' definition of the expression “accumulated balance due” to an 
employee which is set out in section oS-A makes it plain that the 
amount which is payable to the employee, is not necessarily the 
equivalent of the total of his contributions, the employer’s contri- 
butions and the interest which has accumulated thereon ; and the 
provisions of clause ig) of section 58-C, read with this definition 
of the “accumulated balance due” are not inconsistent with the 
payment to a third party of forfeited amounts, although the cir- 
cumstances in which the employer can himself take these amounts 
are limited by clause ih) of section 58-C. 

if) The inclusion in the regulations of a provident fund of a pro- 
vision for the forfeiture to the fund of the accumulated balance 
due to an employee who dies without heirs also does not make 
the fund ineligible for recognition. Such forfeiture to the fund 
does not put anything into the fund, because what is forfeited to 
the fund is already in the fund. As the act of forfeiture does not 
put any sum at all into the fund, it cannot be held to put into the- 
fund any sum other than the contributions, etc., specified in section 
58-C ( 1 ) id). The question of the validity of a regulation forfeit- 
ing to the fund the accumulated balance due to an employee who- 
dies intestate and without heirs does not arise, as the existence of 
a such a regulation, whatever it may be worth, does not affect the 
composition of the fund for purposes of clause id) of sub-section. 
( 1 ) of the same section. 

iiv) Payment of accumulated balances of recognised provident 
funds to employees discontinuing participation. ^Section 58-G il)ig) 
and (/i).]] ia) If an employee who is a subscriber to a recognised 
provident fund, the membership of which is optional, decides to dis- 
continue his membership of the fund while not resigning his em- 
ployment, he is entitled to claim repayment of the accumulated 
balance at his credit, under section 58-C ( 1 ) (g), of the Act. Under 
section d 8 -A (c) of the Act, an “employee” means an employee 
participating in a provident fund. Thus a person who discontinues 
his participation in a fund ceases to be an employee’ ’ within the 
meaning of section 58-C 0) ig) and is, therefore, entitled to claim 
payment of the accumulated balance due to him. 
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27. Recognised Promdent Funds of businesses with vrinciml 
place out of India. ^ [Section 58-0 (1) (a)l~I£ a cmcLn h^7^t 
principal place outside British In^a, the Provident Bund of the 
employees ot its British Indian business, if it is to be “reconnised’* 
should be kept separate and must conform to the conditions im- 
posed by the Act and the Buies thereunder. The expression “all 
employees occurring in section oS-C (1) (a) refers to “all em- 
ployees subscribing to the Pund“ and not to all empoyees of the 
[lurticular employer. If a concern has its principal place of busi- 
ness in British India, there is no objection to the foreign staff — 
iluit is the siiilY out>ide British India — subscribing to the Provident 
They will not get any rebate of tax on the monthly con- 
tributions since then’ salaries having been earned outside British 
India \yill not be taxed but they will get the advantage of the 
•exemption from income-tax of the interest on the investments of 
the fund. 


28. Interest on accumulated balances in recognised provident 
funds. (Section 58-F). — (i) Interest on accumulations in recognised 
provident funds is exempt, from income-tax but not from super-tax 
up to a rate to be fixed by Government which is 6 per cent, at 
present. In some funds a provisional rate of interest is allowed to 
the employees in the first instance and the difference between the 
interest actually earned by the fund and the provisional rate so 
allowed is distributed between the employees on a basis which has 
some regard to the length of service of the employees. In such 
cases, the interest credited to the individual accounts should be 
■exempted in so far as the average interest earned by the fund as a 
whole does not exceed the prescribed rate of interest. 

(ii) Interest on sums credited to an employee’s account in a re- 
cognised Provident Fund, which sums represent his share_ of the 
appreciation in the value of the securities held by the Bund, is to be 
•regarded as interest within the meaning of sections 58- A (/) and 
58-C (Did). 


29. Interpretation of "salary” in relation to recognised pro- 
vident funds. [Section 68-F (I)].— That the expression salary 
as used in Chapter IX-A of the Act does not embrace eyerythmg 
taxable under the head “salaries” in accordance with fpo-se^on 
(D of section 7, is obvious from clause (b) of sub-section (i) oi 
section 58-C read with clause (b) of section 58-D. For the 
Chapter IX-A, “salary” includes so, much only of 
remuneration as is of a specific monetary amount and s payable 
periodically. It includes “salary”^ (in the 

which that expression embraces wages ) which , A 

any category of employees other than those exclude 

of section 5S-A. 
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!us cmnlovcea, 

(b) that iie has not tian-'fcrn-d the Fund or relrvint port. on 
thereof, 

(c; that ho tr.uirffer.s the Fhind or rch‘\.mt t'ortion. 


The Use of the perfect teiiso in tiie deiiniiion of condition ‘Oi anti 
of the present len.-e in the detinition of fuu'lition tc) iliow., that 
the.se conditions cannot he sati.sfied by any employer who, having' 
already transferred the Fund or relevant portion bt'fore the Brovi- 
dent Funds Relief Act came into force, was not when the Act came 
into force in the position of not haviujf transferred it, and wa^ 
therefore not in a position to transfer it. 

(u) It must not be overlooked that v.’hile an employer who lu:: 
effected a transfer before the coming into force of the Provident 
Funds Relief Act will not suffer the loss resulting from the opera- 
. tion of sub-section (I) of section 58-K, he will as a corollary not 
enjoy the benefit resulting from the operation of sub-seciion (d) 
of that section. 


(Hi) Employers’ subscriptions to an unrecogui.scd provident fund 
may be treated as business expenses if the conditions laid down in 
paragraph 64 are satisfied. Lump transfers of accumulated sub- 
scriptions, with or without interest thereon, made after the Provi- 
dent Funds Relief Act, 1929, came into force, are governed by 
section o8-K which is specifically made applicable to unrecognised- 
as well as to recognised funds.; 
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omce is noce.-.-'.'.i'V lur t'ne proper porforinancc ot his 
duties, he will be liable to the lax on the value of hm 
rent-free cruarters. >inoe lie would in any ease have 
iiad to provide hitiHelf with a residence, and the per- 
quisite doe? not therefore ineet expen-e? wholly in- 
curred in the performance of tiio duties of ;in uliieu or 
employment of proiit. 

U)i A linn in t.’aleutt.i inalce? a. juMctiee of providing' it? 
employe? with rent-free ipiarier?, and hou^e•’ .-oine of 
its employes in its bu-'^iness premise-^ as resident 
elerl:?. The employes of the firm, including the re^i- 
denr clerks, will, as in the previous case, lie li.ible m 
income-tax on the value of their rent-free quarters- 

te) A Government oftice has its headquarters in nomh.sy, 
bur proceeds for some months in the year elsewhere, 
and gr.ints its niinisteri.".! establishment Imuse-rent 
allow.tnees or rent-free (piariers in the [d.ice to whieli 
it proceeds with the speeific object of proviiling for the 
maintenance of .i second and, from the point of view 
of the. grantees, unnecessary residence in (jrder that 
they may perform iheii’ duties there. 'I’he allowance 
or the value of rent-free quarters will he cxeiiqit from 
income-tax. 

iiv) In all cases where rent-free hon-es form part of the jier- 
quisites of an employe, the ea‘<h value of such a house to the occupier 
need not ordinarily be deemed to be more than JO per cent, of 
the salary of the employe. Where an emjiloye is purvided with 
rent-free furnished quarters, no attempt should be made to split 
the value of this peiapiisite into its eompuuent elemems, i.c. , rent- 
free quarters and reni-lVee urufiture. The maximum of 10 pt-r cent, 
of salary should be applied to tlie perquisite as a whole. 

(d) Such perquisites as (for example'), lilVm, domestic services or 
the value of passages by rail or steamer provided by employer.? free of 
charge for their employees are not taxable because they are not 
convertible into money and there is no special provision in the Act 
■in regard to them as there is in regard to rent-free quarters, but 
passage money paid in India by an employer to his employ^ to 
enable him to go on leave is liable to tax. If, however, passage 
money is remitted by the employer to the United Kingdom or a 
Colony and paid there to an employd on leave in such country, it 
should be regarded as a leave allowance covered by the exemption 
(22) in paragraph 17. 

ivi) The “Delhi moving allowance” and “Delhi Camp allow- 
o-nr-p” whieb is cranted to the members of the office establishments - 
Pages 173 to 174 — 

Delete the first sentence in sub-paragraph (vi) of paragraph 33. 

(Correction List No. 2.) 

ojiiiia, .-ijiuvvttjjoc.-) 
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thereof fall under example ic) above and are exempt from the pay- 
menn ot income-tax. Special allowances granted soleh- to me*efc 
the higher cost of liYing m a station such as Compensmory local 

h exchange compensation allowance are- 
hable to the payment of tax. 


ioii) Rewards gTanred to oflScials for passing compulsory examin- 
ations must be distingiiished from grants made to assist candidates 
to meet the expenses of preparing for such examinations. Such 
tuition grants fall under section 4 (5) (vf) of the Indian Income-tax 
Act (XI of 19c2) and are not liable to tax even if they are only 
paid to successful candidates. For example sums of Es. 1-50 and 
Es. 200 paid to military officers who have passed the Urdu quali- 
fying and Preliminary' Urdu examinations respectively are tuition 
grants— not rewards — and are therefore not liable to income-tax 
(see also par-agraph Bd). 

(viu) in addition to classes or portions of “Salaries” drawn by 
officers and other ranks of the Army in India (British and Indian) 
mentioned in p-ar-agi-aphs 17 and 22. the following allowauce.s are- 
not liable to income-tax : — 


Messing allowance ; 

Syce allowance ; 

Forage allowance ; 

Detention allowance ; 

Meal money; 

Quarterly kit and clothing allowance ; 

Outfit allowance; 

Tentage allowance whether separate or included in pay ; 
Horse allowance; 

Travelling and conveyance allotyauces; and 
An y capital sum received in commutation of the whole or a 
portion of a pension or in nature of^ consolidatea 
compensation for death or injuries or in payment ot 
any Insurance Policv or as the accumulated balance 
at “the credit of a subscriber to any such Provident 
Fund. 

(ix) The emoluments drawn by the officers and other ranks of 
the Army which are liable to income-tax are : 

1. Eeffimental Pav. Command or charge allowances. Sui '• 

°Pav. P. S. C. Par and Separation allowance. 

2. Ordnance Pay. 

S. Corps or Engineer Pay, Batta or field allowance. 

4. Lodging allowance. 

.5. Talue of rent-free qiu.rtevs 'offi.ei-'- 
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G. Sen ice or proficiency j)ay. 

7. Extra duty pay. 

8. Gratuities under Pay and Allowance Regulations, para- 

graph 137 (I). 

9. Annuities under Pay and allowance Regulations, para- 

graph 137 (IE. 

10. Bounty money. 

11. Pension drawn in conjunction with pay. 

12. Separation allowance, 

13. Furniture allowance. 

14. Pensions (except wound or disability) paid in India to 

British and Indian officers and men, their widows, 
children and dependants. 

15. Half-yearly gratuity paid to temporary nursing sisters. 

{x) The Marriage allowance is not taxable if paid to the wife of a 
soldier unless the total meome of the wife including the allowance 
exceeds the minimum taxable hmit. Similarly, Maternity benefit 
is liable only if the total income of the soldier’s wife including the 
benefit exceeds the minimum taxable limit. 

ixi) The “handling charges’’ granted to Station Masters are not 
hable to income-tax since they are intended solely to cover, certain 
expenses that the Station Masters have to incur as such. 

(xii) As regards the liability of language rewards and examina- 
tion fees, see paragraph 36. 

, 34 , Casual gains [Section 4 (3) (»m).] — (i) In order to obtain 

exemption under this sub-section, receipts must comply with two 
conditions, viz., : — 

(1) they must not be the proceeds of a profession, vocation 

or occupation, or arise from business, that is from 
‘any adventure or concern in the nature of trade, 
commerce or manufacture’ [See section 2 (4)] ; and ' 

(2) they must be of a casual and non-recurring nature. ' 

(ii) Both these conditions must be fulfilled. It is important to 
note that receipts may be isolated and yet may not be of a casual and 
non-recurring nature, [See ruling in the High Court of Judicature 
at Allahabad in the case of Chuni Lai Kalyan Das versus Crown (!,' 
Srinivasan Tax cases, page 421)]. The following are illustrations 
of the effect of the provisions of section 4 (3) {vii) — 

(1) A purchases a house with a view to re-selling it at a 
profit. His profits from the transaction are liable to 
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^ F • (?) above and are exempt from the pay^ 

Fh . Special allowances granted solely to meet 

the higher cost of living in a station such as Compensatory local 
allowances and the Cutch exchange compensation allowance are 
liable to the payment of tax. 

^ (.Oil) Eewaids gi anted to officials for passing' compulsory examin- 
ations must be distinguished from grants made to assist candidates- 
to meet the expenses of preparing for such examinations. Such 
tuition grants fall under section 4 (5) (vi) of the Indian Income-tax 
Act (.XI of 19t‘3) and are not liable to tax even if they are only 
paid' to successful candidates. For example sums of Es. 150 and 
Es. 200 paid to military officers who have passed the Urdu quali- 
fying and Preliminary Urdu examinations respectively are tuition 
gi"ants — not rewards — and are therefore not liable to income-tax 
(see also paragi'aph 86). 


(nm) In 'addition to classes or portions of "Salaries” drawn by 
officers and other ranks of the Aimy in India (British and Indian)' 
mentioned in paragraphs 17 and 22. the following allowances are- 
not liable to income-tax : — 


Messing allowance ; 
Syce allo'^vance; 
Forage allowance; 
Detention allowance; 


Meal money; 

Quarterly kit and clothing allowance ; 

Outfit allowance; 

Tentage allowance whether separate or included in pay ; 


Horse allowance; 

Travelling and conveyance allowances ; and 

Any capital sum received in commutatioa of the whole or a 
portion of a pension or in nature of_ consolidated 
compensation for death or iniuries or m payment ot 
any Insurance Policy or as the accumulated ba an 
at the credit of a subscriber to any such Provident 

Fund. 

iix) The emoluments drawn by the officers and other ran 'a o 
the Army which are liable to income-tax are 

1 Eeffimental Pay, Command or charge allowances, a - 
°Pay, P. S. C. Pay and Separation allowance. 


2. Ordnance Pay. 

3. Corps or Engineer Pay, Batta or field allowance. 

4. Lodging allowance. 

5. Value of rent-free quarters (officers). 
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\ 


G. Seniee ol* proficiency pay. 

7. Extra duty pay. 

8. Gratuities under Pay and Allowance Regulations, para- 

graph 137 (I). 

9. Annuities under Pay and allowance Regulations, para- 

graph 137 (II). 

10. Bounty money. 

11. Pension drawn in conjunction with pay. 

P2. Separation allowance. 

13. Furniture allowance. 

14. Pensions (except wound or disability) paid in India to 

British and Indian officers and men, their widows, 

children and dependants. 

15. Half-yearly gratuity paid to temporary nursing sisters. 

(ai) The Marriage allowance is not taxable if paid to the wife of a 
soldier unless the total income of the wife including the allowance 
exceeds the minimum taxable limit. Similarly, Maternity benefit 
is liable only if the total income of the soldier’s wife including the 
benefit exceeds the minimum taxable limit. 

(xi) The “handling charges” granted to Station Masters are not 
hable to income-tax since they are intended solely to cover certain 
expenses that the Station Masters have to incur as such. 

(xii) As regards the liability of language rewards and examina- 
tion fees, see paragraph 36. 

34. Casual gains [Section 4 (3) (oii).] — (i) In order to obtain 
exemption under this sub-section, receipts must comply with two 
conditions, vi^., : — 

(1) they must not be the proceeds of a profession, vocation 

or occupation, or arise from business, that is from 
‘any adventure or concern in the nature of trade, 
commerce or manufacture’ [See section 2 (4)] ; and ' 

(2) they must be of a casual and non-recurring nature. 

iii) Botli these conditions must be fulfilled. It is important to 
note that receipts may be isolated and yet may not be of a casual and 
non-recurring nature, [See ruling in the High Court of Judicature 
at Allahabad in the case of Chuni Lai Kalyan Las versus Crowm (1 ' 
Srinivasan Tax cases, page 421)]. The following are illustrations 
of the effect of the provisions of section 4 (3) (vii ) — 

(1) A purchases a house with a view to re-selling it at a 
profit. His profits from the transaction are liable to 
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power of appontment and dismissal of xVssistanl Commissioners and 
Income-tas. Olficers is under section o su!)ject to tlie control of 
the Governor General in Council”, but the Governor General in 
Council exercises this control through the local Government under 
the provisions of the following order 

“The Governor General in Council desires to utilise the agency 
of the Governor in Council of each Governor’s province in the 
following matters only in relation to income-tax, — 

(i) the appointment by a Commissioner of Income-tax of 
any person to the substantive post of Assistant Com- 
missioner of Income-tax or Income-tax Officer shall 
be subject to the previous approval of the Governor in 
Council. 

(b) Por the promotion of an Income-tax Officer or appointment 
of an officer of a Provincial Civil Service to the post of xVssistant 
Commissioner of Income-tax, the Commissioner of Income-tax 
should consult the Local Government and submit his nomination (of 
the Officer approved by the Local Government) to the Public Service 
Commission through the Central Board of ilevenue. 

(«) Any Assistant Commissioner of Income-tax or Income- 
tax Officer who has been dismissed or removed from 
office or whose increment of pay has been withheld by 
the Commissioner of Income-tax shall have a right of 
' appeal to the Governor General in Council. 

(c) While as regards the appointment of such officials the Com- 
.missioner is subject to the control of the Local Government, he has 
full power to specify the functions to be performed by each official 
and the areas, persons and classes of income in respect of which 
these functions may be exercised. He may appoint one or more 
Income-tax Officers or Assistant Commissioners for the same area 
and' allocate the work to be done by them in such manner as he 
thinks fit. 

The specific powers conferred upon him in regard to income-tax 
assessments are specified in sections 28 (1), 32, 33, 37, 54 {2) 

second Proviso, 64 (5) and 66 of the Act. In particular he is vested 
with power under 'section 33 to review any orders passed by any 
income-tax official, and he alone may, under section 66 of the Act, 
state cases for the opinion of a High Court. 

{Hi) The functions of Assistant Commissioyiers of Income-tax 
are mainly appellate , but they also exercise supervision over the work 
of the Income-tax Officers. The particular powers conferred on 
them by the Act are set out in sections 28 (I), 30 (2) 31 37 38 
39, 42 (2) and 53. , » - - 
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nf iha Income-tax Officers are the assessors. While Section 64 
le Act specifies the particular Income-tax Officers bv whom 

madl^A.Tb^ that assessments^shall be 

made m the case of a business by the Income-tax Officer of the aim 

where the prmcipal place of business is situated, and in all other 
cases by the ..ncorne-tax Officer of the Ai-ea in which the assessee re- 
sides, sub-section (4) of that section prowdes that every Income-tax 
Umcer shall have all the powers conferred by or under the Act on 
an Income-tax Officer in respect of any income, profits or gains 
accruing or arising or received within the area for which be is 
appointed. This particular provision was inserted mainly in order 
to permit of enquiries being made into the profits of a branch busi- 
ness by the Income-tax Officer of the place in which the branch is 
situated and in order to enable every Income-tax Officer to make 
enquiries regarding all income, profits and gains arising or accruing 
within the area to which he is posted, even though the assessment 
in respect of the particular income, profits or gains may mot be 
made by him. Income-tax Commissioner should therefore secure 
by issuing instructions or otherwise that there is no overlapping in 
this matter and that the same person is not assessed to income-tax 
by more than one Income-tax Officer but should at the same time 


secure that all Income-tax Officers shall give the utmost assistance 
to the assessing Income-tax Officer in regard to any property, in- 
come, profits or gains within their respective areas which are liable 
to assessment elsewhere. 


(b) ‘While it is intended that the work of making assessments, of 
hearing appeals and of passing orders in review shall ultimately 
be carried out by separate officials known as the Income-tax Officer, 
the Assistant Commissioner and the Commissioner, as a complete 
whole time staff for income-tax work has not yet been appointed 
in some of the provinces, section 5 (4) makes provision for the 
continuance, until such whole time staff is engaged, of the existing 
system under which individual officers exercise the powers of an 
assessing authority in respect of particular classes of incorne and 
of an appellate authority in respect of others, while the reviewing 
authority is in certain cases also the appellate authority. 


(c) While the income-tax staff will as a rule be appointed in pro- 
vincial cadres, there are certain classes of cases for which it may be 
advisable that assessments should be made bv an all-Tndia sfa/r. 
Such, for example, are the cases of military officers and of officers 
of other departments serving directly under the Govern men r ot 
India who are liable to transfer from one province to anotiier ; and 
there may be other cases such as the assessment of railway com- 
nanies which at any time it may be considered achasahlc should bo 
dealt with by a special officer for the whole of Tndia._ ?^i'b-sec- 
tion (b) of this section has been inserted to make provi.sion for the 
appointment of special officers in such cases. 
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O' 


o 

w 


8A. 


10 


11 


Persons. 


European employes 
of the Imperial 
Tobacco Company, 
India Limited, and 
the Indian Leaf 
Tobacco Develop- 
ment Company 
Limited, in the 
provinces of 

Bombay, Madras, 
United Provinces, 
Punjab, Bengal, 
Bihar and Orissa 
and Assam. 
European employes 
of the Tobacco 
Manu facturers 
(India) Limited, 
and the_ Printers 
(India) Limited, in 
the provinces of 
Bombay, Madras, 
United Provinces, 
Pimjab, Bengal, 
Bihar and Orissa 
and Assam. 
Employes of The 
“ Statesman Limited” 
stationed at Lahore 
and Delhi. 
Pensioners residing 
outside Bengal who 
are under the Audit 
of the Accountant 
General, Bengal. 

[Employes of the 
Bengal Nagpur 
Railway. 


Employes of the 
East Indian Rail- 
way. 

Government ser- 
vants serving out- 
side Bengal who 
are under the audit 
of the Deputy Ac- 
countant General, 
Central Revenues, 
Calcutta. 


Officer appointed to perform the functions of — 


Income-tax. 

Officer. 

3 

Assistant 
Commissioner of 
Income-tax. 

4 

Commissioner of 
Income-tax. 

5 

Income-tax Offi- 

Assistant Com- 

Commissioner of 

cer, Calcutta, 

missioner of 

Income-tax, 

District UIA. 

I nc om e-t a x, 
Headquarte r s 
(at Calcutta). 

Bengal. 

Do, 

Do. 

Do. 

Do. 

Do. 

Do. 

Income-tax Offi- 
cer, Central 

Salaries Circle, 
Calcutta. 

Do. 

Do. 

Income-tax Offi- 

Assistant Com- 

Do. 

cer. Railways 
and Miscella- 

missioner of 
I n CO m e-tax. 

• 

neous Salaries 
Circle, Calcutta 

Calcutta. 


Do. 

Do, 

Do. 

Do. 

Do. 

Do, 
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Persons. 


Officer appointed to perform the functions of — 


Assistant 

Income-tax. Commissioner of Commissioner of 

Officer. Income-tax. Income-tax. 


Military employes 
under the audit of 
the Controller of 
Army Factory Ac- 
counts, Calcutta, 
who are serving 
outside Bengal or 
whose pension is 
disbursed hy the 
1 said officer. 


Income-tax Offi- 
cer, Railways 
and Miscella- 
neous Salaries 
Circle, Calcutta- 


Assistant Com- Commissioner of 
missioner of Inco m e-t a 
Inc o m e-t a x, Bengal. 

1 Calcutta. 


12A Pensioners and per- Do. 

sons employed in 
Army Factories 
whose pensions and 
salaries are pay- 

Army Estimates 
through the Con- 
troller of Military 
Accounts, Eastern 
Command, Meerut 
and Lucknow Dis- 
tricts, Meerut, 
who reside in 
Bengal. 

13 Officers of the Income-tax Offi- 
Women’s Medical cer, Simla. 

Service and of 
the Junior 
Branch of the 
same. 


Military employes 
stationed in Sind 
who are under the 
audit of the Con- 
troller of Military, 
Accounts, R. A. 
F., Ambala. 


Income-tax Offi- 
cer, Ambala. 


Assistant Com- Commissioner of 
missioner of Income-tax, 
Income-tax, Punjab. 

Delhi. 


Assistant Com- .©u. . 

missioner of 
Income-tax, 

Eastern Divi- a-f , 

Sion, Punjab. ^ 


sion, Punjab, 


Employes of the 
Madras and South- 
ern Mahratta Rail- 
way except those 
under the audit of 
the Audit Officer, 
Railway Collieries, 
Calcutta. 


Income-tax Offi- 
cer, 4th Circle, 
Madras. 


Assistant Com- 
missioner of 
Incom e-t ax, , 
Eastern Range,' 
Madras. 


Commissioner of 
Income-tax, 
Madras. 
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a 


Pijje 1S2— 

For serial No 

“ 10 


Officer appointed to perform the functions of- 


16 substitute the followins : — 

O 


\ll Govornmont servants 
under the audit of the 
Accountant General, 
JIadras, 


I n c o m e-tax 
Officer, 5th 
Circle, Madras. 


Assistant Com- 
missioner of 
Income-tax, 
Eastern Eange, 
Madras. 


Commissioner 

Income-tax 

Madras. 


ot 


IC-.A .-VU Government servants 
who a'O under the audit 
of the Deputy Aocount- 
an* General, Posts and 
Telegraphs, Madras, but 
do not reside in Burma 
or the .‘Vndaman Islands. 

Burma or the .A.nda-] 
man Islands. 1 


17 


13 


Income-tax 
Officer. 6th 
Circle, Madras. 


Do. 


Do.' 


.Military employes 
under ch-e audit of 
the Controller of 
ifilitary .-Iccounts, 
Poona and Souch- 
orn Command, 
Poona. 

Government servant- 
under the audit of 
the Accountant- 
General, Central 
Revenues (excluding 
Government ser- 
vants in the Indian 
-Audit and -Accounts 
Sarvico attached to 
Railwaj' and Postal 
Audit Offices and 
Currency Offices, 
Rangoon and 
Madras), the Mili- 
tary Accountant- 
General. the Deputy 
-Accountant Gene- 
ral, Posts and Tele- 
graphs, Delhi, or 
the -Audit Officer, 
Indian Stores De- 
partment, and Go- 
vernment servants 
resident in the -An- 
damans who are 
subject to the audit 
of the Deputy Ac- 
countant General, 
Posts and Tele- 
graphs, Madr^^s, 


Income-tax Offi- 
cer, Poona Dis- 
trict. 


Income-tax Offi- 
cer, Salary 
Circle, Delhi. 


-Assistant Com- 
missioner of 
Income-tax 
Central Divi- 
sion, Poona. 


Assistant Com- 
missioner of 
Income-tax 
Delhi. 


(Correction List Xo. 2.) 


Commissioner of 
Income-tax, 
Bombay. 


Commissioner of 
I n c o m e-t ax, 


Punjab. 
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d 


Officer appointed to perform the functions of — 

12; 

© 

OQ 

Persons. 

Income-tax 

1 Officer. 

Assistant | 

Commissioner of 
Income-tax. 

Cemmissioner of 
Income-tax. 

1 


3 

4 

5 

19 

Persons (not being 
ex-eoBTay nationals) 

Income-tax Offi- 
cer, Salary 

c; 1-^ JX-iiL.; 

Assistant Com- 
missioner of 

T ^ 4- O V 

Commissioner of 
I n G o me-t a x, 

TV— • ’ 




After serial NOi 19-A insi^ri the following : 

! Pensioners who draw their Do, • 

pensions from the Hyder- 
abad (Deccan) Treasury 
and are under the audit of 
the Accountant General, 

Central Revenues. 


Do. 


» 


(Correction L ist No. 2.) 


aUUlO 01 tllO 

troller of Military 
Accounts and Pen- 
sions, Lahore. 

20 Employes of the 

North Western 
Railway except 
' those under the 
audit of the Audit 
Officer, Railway 
Collieries, Calcutta. 

21 Employes of the 

Bombay, Baroda 
and Central India 
Railway and the 
Great Indian Penin- 
sula Railway ex- 
cept those under 
the audit of the Au- 
dit Officer, Railway 
Collieries, Calcutta. 


22 Government ser- 

vants under the 
audi t of the Deputy 
Accountant-Gene- 
ral, Posts and 
Telegraphs, Nag- 
pur. 

23 Employes of the 

Eastern Bengal 
Railway. 


Income-tax Offi- 
cer, Railway 
Salary Circle, 
Lahore. 


Income-tax Offi- 
cer, Salary 
Branch, Bom- 
bay City. 


Income-tax Offi- 
cer, S alary 
Circle, Nagpur. 


Income-tax Offi- 
cer, Railway 
and Miscella- 
neous Salaries 
Circle; Calcutta, 


Assistant • Com- 
missioner of 
I n c o m e-t a x,; 
Lahore. 


Assistant Com- 
missioner of 
Inc om e-tax, 
B. Division, 
Bombay City. 


Assistant Com- 
missioner of 
I n c o me-tax 
Southern 
Charge, Nag- 
pur. 

Assistant Com- 
missi oner of 
I n c om e-t ax, 
Calcutta. 


Do. 


Commissioner of 
Income-tax, 
Bombay. 


Commissioner of 
Inc ome-t ax. 
Central and 

United Pro- 

vinces. 


Commissioner of 
Inc ome-t ax, 
Bengal. 
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Ofticcr appointod to perform the functions of — 






Serial No. 
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28 


29 


30 


Persons. 


Employees of th 
Church Missionary 
Society, Church of 
England Zenana 
Missionary Society, 
and Church and 
Mission Central 
Council , of the 
Church Missionary 
Society residing in 
the Punjab, Norih 
West Frontier Pro- 
vinces, Baluchistan 

and Sind. 

Employes of all Rail- 
way Collieries who 
are under the audit 
of the Audit Officer, 
Railway Collieries, 
Calcutta. 

All employes in the 
Posts and Tele- 
graphs Department 
under the Audit of 
the two Deputy 
Aceountants-Gene- 
ral. Posts and Tele, 
graphs (Postal and 
Telegraph Branches) 
Calcutta. 

Employes of the 
India GeneralNavi- 
gation and Railway 
Company, Ltd., and 
River Steam Navi- 
gation Company, 
Ltd. working in 
Bengal, Bihar and 
Orissa and Assam, 
except those wh i 
carry on business in 
addition. 

Employes of W. T. 
Henley’s Telegraph 
Works Company 
Limited stationed 
at Bombay, 
Karachi, Lahore. 
Delhi and Madras. 


Officer appointed to perform the functions of — 


Income-tax 

Officer. 


I n c o me -tax 
Officer, Lahore. 


Income-tax Offi- 
cer, Railways 
and Miscella- 
neous Salaries 
Circle, Calcutta, 


Do. 


Income-tax Offi- 
cer, District V - 
A, Calcutta, 


Dq^ 


Assistant 
Commissioner of 
Income-tax. 


Assistant Com- 
missioner of 
I n c o m e-t ax 
Lahore. 


Assistant Com- 
missioner of 
Inc om e-t ax, 
Calcutta. 


Do. 


Do. 


Do, 


Commissioner of 
Income-tax. 


Commissioner of 
Inc om e-t ax, 
Punjab. 


Commissioner of 
Inc om e-t ax, 
Bengal. 


Do. 


Do. 


Do. 
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■ ■ W lan-ua-c examiruitions arc not taxable 

top.-^ tl c .;Na.n.Matioi,. Wh<-fe they are taxable, they are tax- 
i'a'ra-.'raj,?,' ;{!jj ' tleducted at source. (See also 

'.a I l/ofiorana or teorf paid to Government servants by local bodies 
oi piu.iu. p.-ivuns eoinpanie.s etc., for professional work, the whole 
ot V. iK'h are in ij,c /ir.-,r instance credited to Government, after 
v-hieh the wliole or part i.s drawn under projier sanction by the 
Guvernnieni servant conc<>rned on a bill, should be taxed as salary 
by (leduetion at .-oiirco. 'I’liey are obviously fees, commissions, or 
penpn.atcs received in addition to salary and paid by or on behalf 
of (iDVcrnment [.section 7 

{.n.i For olas.ses or portions of "salaries” which are entirely 
exempt irum tax, see paragraph 17. 

{.m) Income under tins head is included in the income of the 
year in v.diich it i.s received irrespective of the period in respect oi 
which it. was earned, with the e.xception that where an officer of 
Guvcrnnient or any other employee takes an advance of pay, the tax 
is not chargeable on the advance, but the tax is charged on the full 
salary of the month in which the advance is recovered by deductions 
‘without any regard to the deduction. In cases where the payment of 
an a^.se.s.see's .salary in advance or in arrears makes his income 
iis.iessahle at a rate higher than that at which it would otherwise 
have hcen assessed, he may be granted relief under section 60 (3). 

(:viii) A portion of a salary withheld under the orders of a Com-t 
is liable to tax. 


37. Salaries paid in India but outside British India. [Section 
7 (;.0-J — (0 See paragraph 1. This sub-section makes chargeable, 
under this head, salaries paid from Indian revenues to Govern- 
ment emploj'cs in any part of India and salaries paid by a local 
authority establisiied in exercise of the powers of the Governor 
General in Council. All servants of Government or of such local 
authorities are, therefore, liable to pay tax on their salaries if they 
arc employed in any part of India and irrespective of their 
nationality. 


Hi) The words "or any servant of His Majesty” in this sub-sec- 
tion were in.serted in the Act of 1918, so a.s to bring all servants 
of tl'.e Crown, whether Fritish subjects or not within the purview 
of this sub-section, on the g'rouud that it seemed unnecessary to 
crive to persons who were not British subjects specially favourable 
treatment which was not accorded to British subjects. 

ini) The pay of officers whose services have been lent to, and 
whose salaries are paid by, Indian States are not chargeable to m- 
come-tax under this section unless they are drawn or receive^! m 
British India; but the leave allowance and pensions of such officers 
are chargeable to income-tax unless covered by any of the exemp- 
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cious m paragraph 17. The Goveruaieut ol India recover coiitribu- 
tions at fixed rates from the Indian States to meet the cost of leave 
allowances and pensions of olfieers in foreign service and make 
themselves responsible for paying the leave allowances and pensions 
of their employes earned in foreign service. The portion of salaries 
of Government ofiicers serving in Indian States, which is paid in 
the first instance h\ the Government of India but is subsequently 
recovered from the State concerned, is not liable to income-tax. 

38. Salaries, etc., paid outside India . — (t) Under exemptions 
Nos. -lO-'Il & 21 quoted in paragraph IT, leave allowances or salaries 
paid in the United Kingdom to, or drawn from any Colonial 
treasmy by, officers of Government on leave or duty in the United 
Kingdom or in a Colony and the pensions of officers of Government 
residing out of India, which are paid in the United Kingdom or 
are drawn from any Colonial treasury, are exempt from tax. 
Similarly under exemptions 22 and 26 leave salaries or leave allow- 
ances paid in the United Kingdom or in a Colony to officers of local 
authorities or to employes of companies or of private employers on 
leave in the United Kingdom or in a Colony and pensions paid in 
the United Kingdom or in a Colony to officers of local authorities, 
or to employes of companies or of private employers, provided such 
officers or employes are residing out of India, are exempt from 
tax. Vacation salaries paid in the United Kingdom or in a Colony 
to Judges of High Courts or of Chief Courts, to Judicial Commis- 
sioners or to other officers of Government when on vacation therein 
are also exempt from tax — vide exemption No. 23 in paragraph 17. 

(ii) Pay and allowances drawn by officers from the Indian 
revenues which are earned by them by service outside India are not 
liable to the tax unless they are drawn or received in India. 

39. Interest on securities. {Section 8.) — (i) As regards sterling 
securities, see paragraph 16. 

Hi) In computing the income from interest on securities an 
allowance 'should be made of any commission deducted by a banker 
for realising such interest on behalf of the assessee. 

{Hi) The interest chargeable under the section is the interest only 
on securities of the Government of India or of a local Government 
or on debentures or other securities for money issued by or on 
behalf of a local authority or company. It does not include the 
interest on debentures issued by firms, associations, clubs, or indi- 
viduals the interest on which is chargeable under section 10 or 12. 

{iv) With reference to the second proviso the Government of 
India War Bonds, 1920, 1921, 1922, 1923, 1924 and 1928, 5 per 
cent, loan 1945-55, Pive-year 6 per cent. Bonds, 1926, Five-year 6 
per cent. Bonds, 1927, Ten-year 6 per cent. Bonds, 1930. Ten-year 
6 per cent. Bonds, 1931, Ten-year 6 per cent. Bonds, 1932, and Ten- 
year 5 per cent. Bonds, 1933, have been issued income-tax free. 

{v) The third proviso to this section prescribes that where a Local 
Government issues a security as incorae'-tax free, the income-tax 
on the interest thereon shall be payable by that Local Government 
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So fa 


r aa invar-itorH are concerneri, rherefore. 


seeunties issued 


a /r ^ tnerefrom is taken into account under 
rxctioft 16 (Ij of the Act m determining the total fncoae of 
^r..-n=.~.ee tor the p)ir£.o.=:e of deciding whether be i~ llehie to Acorne- 
ta.', arid also for deteriuming the rote at which he =lan na" h'^-ora- 
tax on hi,: other income.^ it should he included in the tot'al'incoae 
of the year in which it is paid. The same remarks appiv ro Gov- 
ernment sec!intie.s purchased through the Post QjSce'&ad held in 
the custody of the Accountant-Generai, Posts and Telegraphs 
pwcngaiph lop Super-tax is, hot'/ecer. payable by the recipient 
iii respect of .such interest, since, under xeciien. oS of the -let” the 
provi.so.s to thi.s section do not nppAy to super-tax, 

hij For interest on other securities, which are entirely exempt 
from tax, see paragraphs 17 (10), (11) and (27), '' ~ 

(vii) For interest on securities held by Provident Funds, etc., 
see paragraph S2. 

(viii) The interest on securities held by a Co-operative Society 
is liable to income-tax hsee paragraph 18p 

(ix) Where a bank or other concern engaged in business similar 
to that of a Bank receives deposits of leans in the coarse of its busi- 
ness and invests the money so borrotved as occasion arises, it should 
he allowed in computing its liability to income-tax to set on the en- 
tire interest on -such borrowings against its entire income liable to 
tax. 2so attempt should be made, for example, to allocate a- pro- 
portion of the borrowed money to investments in tax-free securities 
and to set off the interest of such proportion against the tax-free 
securities instead of against the taxah/ie income, 

(x) But fas an exception to the foregoing) In the rare cases in 
which there is definite proof Cnot a mere inference) that a certain 
sum v/as specially borrowed by a Bank or .similar concern for the 
purpose of investment in tax-free securities and has been .so invested^ 
the interest on the rnoriey so borrowed .should be set off against 
the interest on the tax-free securities and not against the income 
liable to income-tax, 

(xi) Assessees other than Banks or similar concerns may set o;r 
interest on money borrowed specifically for investment in taxable 
securitie.s or shares, and so invested against their income liaoie to 
tax taken as a whole, and not merely again.st the interest on such 
securitie.s or the dividends on such .shares. In all such ca.-.es there 


They cannot be allowed to set ott again-t uien_ 

interest on money borrotved for investment in fax-tree .-.eciit. ic-> 

and so inve.sted. ^ _ 

(xii) Tncome-tax (hat not super-tax) in 
able under thi.= L^ad i.s deducted at the source [Section 18(d)J. 
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10. Property. {Section The tax is payable uuaer this 

head in respect of property consisting of any builduig or lands appur- 
tenant to a building hy the owner of such property. Lands not 
attached to a buildiug are not chargeable under this section. The 
income derived from vacant lauds let out in urban areas for the 
purpose, c.(/., of storing materials is chargeable to the tax under 
section id. 

{ii) Buildings or lauds occupied by the owner thereof for the pur- 
poses of his own business are not liable to the tax under this head. 
This particular provision was imserted in order to avoid the un- 
necessary complications in previous Acts under which the annual 
value of such property was liable to the tax under this head and a 
corresponding deduction was allowed to the owner under the head, 
“business” (Section 10). 

(hi) It is to be noted that it is only the owner who is liable to pay 
tax under this head. Where a person derives an income from hou.‘-'C 
property which he holds on knue, such income is chargeable under 
section 12 — “other sources”. 

11* Property — Definition of annual value. iScction y(d)-] — 
The tax is, under the head ‘'property”, chargeable in re.specc not 
of any actual rental or cash received, but of the “bond file aunual 
value”. The bond fdc annual value of a building is the full 
market value at which the building could be let from vea.>* to vear 
irrespective of any charges by way of municipal rates or taxes tlierc- 
on. It therefore differs from the actual annual rent payable on a 
long term lease or the actual rent payable on a yearly lease under 
a privileged rental or with tenant’s liability to pay owner’s rate.s 
or taxes, only limitation on taking the full market value is 
that in cases where the property is in the occupation of the owner 
for the purposes of his own residence the “annual value” is re- 
stricted to a maximum of 10 per cent, of the “total income” of the 
owner. The phrase “total income” in this definition has the 
meaning given to it in section 2 (15) of the Act, viz., income, jjro- 
fits and gains of such owner from all sources to which the Act 
applies and, therefore, does not include income derived from any of 
the sources specified in section 4 (3) of the Act, fsuch as, for 
example, “agricultural income”), which are exempt from the ’tax. 

42. Deductions allowed in respect of property. — (f) Ifc is to be- 
particularly noted that, as stated in paragraph 69, no deductions ai'e- 
- permissible on account of any municipal or local rates or taxes in 
respect of property. Nor can any allowance be made for brokerage- 
for raising loans on mortgages and legal charges relating therein- 
since such charges are in the nature of capital charges. The only 
deductions from the “annual value” permissible are those speci- 
fied in section 9 (1). 

(ii) lA^here an assessee is the owner of several items of property 
within the meaning of section 9 12), the allowance admissible under 
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v'l'unh-’u/nf reference to the annual 

vaa.atiou of the property taken as a whole and not item by item. 

(iti) Ordiiiarily, no expenditure is allowed as a deduction in cal- 
culatup^ income tor the purposes of the Act except such expenditure 
a.^ ha.-, been incurred solely for the purpose of earning that income. 
Luder clause (ir) ot sub-section (Z) of section 9, there is no such 
rc.-^inction, so that a projtcrty owner is entitled to set off, against 
the annua.l value of property, the interest payable on a mortgage 
or otlier charge upon the property h-respective of the purpose for 
u hicli the encumbrance was created. 


ill') 1 he pro\iso to sub-section (I) of section 9 has no application 
to inrerest: on money borroived for business pm'poses even though 
such money may have been borrowed on the seemity of the asses- 
soe’s property. 


13. Proof of expenditure where deductions arc claimed in respect 
of "propi’r/y". [Section 9 (2 ).] — The allowance on account of 
repairs [ru., one-sixth of the annual value in the case specified in 
-clause (0» and in the case specified in sub-clause (h), the amount 
permit led by that clause] is a fixed allowance which should be 
granted without proof of tlie actual expenditure in au}’- year and 
irrespective of the amount of such expenditure. It should also be 
allowed in full oven when an allowance is given for “vacancy” 
under section 9 (I) (cii). The allowances on account of the 
nnnual premium paid to insure the property against risk of damage 
or destruction or on account of annual charge or ground-rent of 
land revenue or of collection charges must be supported by proof of 
the actual expenditure. Interest that has fallen due on a mortgage 
•or capital borrowed for acquiring the property, should, however, h« 
allowed as a deduction even though it may not have been actually 
paid. 

44. Propertij. Insurance deductions. [Section 9 (I) (in )-] — 
The only insurance deduction permissible is the amount of the 
annual premium paid to insure the property against risk of damage 
or destruction. In some cases owners insure against loss of rent. 
Where an owner asks for an allowance on account of the annual 
premium for such insurance it should be allowed if such owner 
•agrees to pay tax on anj- amount, recovered from the insurance 
company. Where no such allowance 's claimed or allowed tax is 
not to lie charged on the amount recovered from the insurance 


•company. 

45. Property. “Charge” —[Section 9 (1) (ia).]— Deduction 
should be allowed under this sub-section of (1) any interest on a 
mortgage or other capital charge with which the_ property is en- 
cumbered (2) any ground rent to ^^hich it is 
amount of any interest payable on capital borrowed foi the ® 

™ the property even if such interes payments do not 

lake the form of cha.rges attached to the property itself. 
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46. Property. Collection charges. [Section 9 (1) ivlj_ 

-regards collection charges rule 7 fixes 6 per cent, of the annual value- 
.as the maximum amount permissible. Where a house has re- 
mained vacant for a period, this maximum, of course, would never 
he reached and in many cases there will be no collection charges. 
,The maximum amount permissible should be reduced in all cases 
where a house has remained vacant for a period to 6 per cent, of 
.the ahnual value as diminished by the amount allowed in respect of 
vacancies. Proof must always be given of the collection charges 
having been incurred. Eule 7 simply provides that, where there 
•is proof- of^ collection charges, such charges may be allowed subject 
.to the prowsion that in no case shall the amount allowed on account 
of collection charges exceed 6 per cent, of the annual value. 

(») Legal expenses incurred in recovering rents from tenants 
-should be treated as a permissible deduction included in collection 
-charges subject to the following conditions : — 


(a) Only net legal expenses, that is, expenses after deducting 

any costs recovered from the opposite party will be 
deducted. 

(b) The actual expenses incurred in excess of the costs 

deducted will be allowed in the year in which the 
decree is passed ; a further allowance for costs proved 
to be irrecoverable will be given later, if necessary. 

(c) The total allowance for collection charges including legal 

expenses allowed must, of course, not exceed the 
statutory 6 per cent. 

47. Property. Deduction for unrealised rent. — Unrealised 
•rent on any property is exempt from income-tax and is also ex- 
-cluded in computing the total income of an assesses, provided 
dhat — 


(a) the tenancy is bond fide ; 

(b) the defaulting tenant has vacated, or steps have been 

taken to compel him to vacate, the property; 

(c) the defaulting tenant is not in occupation of other pro- 

perty of the assessee ; and 

id) the assessee has taken all reasonable steps to institute 
legal proceedings for the recovery of the unpaid rent. 

48.^ Property. Allowance in respect of vacancies. [Section 9 
■il) ivii).']—'No^ fixed rule can be laid down regarding the allowance 
-to be granted in respect of vacancies under clause (vii). Property 
-is faxed on the "annual value” which, as noted above, is the com- 
mercial rent of a house — the rent which it would fetch if let by the 
year. Where the property is let at an annual rental correspond- 
ing to the annual value it would be fair to allow a proportionate 
•deduction corresponding to the period of the vacancy, that is. if it. 

-v 2 
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The fact that a loan or other debt has become leqallu “h-re- 

®7i^e°ce that it is actualhj iiLcoverable- 
or bad , But a lop or other debt that has become leqallu irre- 
^overable should ordmarily be treated as actually uTecoverable or 
oau , unless the assesses proves it to be otherwise. 


ivii) The contention often put foward by assessees, or their re-' 
presentatives that if a debt or loan is written off it can no lono-er 
be recovered by suit, should not be admitted because a creditor 
who has written off a debt or loan in his accounts as bad or 
inecoveiable is not in any way debarred from suing for its recovery 
unless the act of writing off is communicated to the debtor or it is 
agreed between the creator and debtor that a certain amount shall 
be paid and accepted in full satisfaction. 


(rm) Again, it will be the method of accounting that will deter- 
mine the pai'ticular year in which allowances common to both sys- 
tems of keeping accounts may be made. In sub-section (5) of section 
10 of the Act provision is made for allowances on account of rent 
paid, interest paid on capital borrowed, the amount of premium 
paid ill respect of certain classes of insurance, amount paid on 
account of current repairs, etc., and sub-section (3) of section 10 
states that the word “paid” means “actually paid” or “in- 
curred” according to the method of accounting upon the basis of 
wliich profits or gains are computed, i.e., where the cash basis is 
adopted, it will be the date of actual payment that ivdll determine 
the year in which such allowances may be made, whereas if the 
mercantile accountancy system is adopted, the allowances can be 
claimed in the year in which the liability to pay accrued. 


51. Method of accounting '^regularly employed". {Section 
13.) — (i) The method of accounting regularly employed by an asses- 
see for the pm'poses of his business should, so far as possible, be the 
method adopted for working out his profits for income-tax purposes ; 
but the Income-tax Officer has to decide whether that method of 
accounting is the one regularly employed for the purposes of the 
assessee’s business and whether it is such as to reflect clearly the 
taxable profits for the “previous year”. lu most cases this should 
cause no difficulty. Doubtful cases should be referred to iugher 
authoiities. As an example of the principles to be followed in 
settling doubtful cases two instances of such cases are given. It 
is the practice amongst certain merchants to prepare their accouius 
on the basis of the mercantile accountancy .wstem in respcta 
tran&a<-tions between themselves and members of their ov.'n cum- 
munitv. but on the basis of cash payments in the case of tnuihac- 
tions between themselves and their customers. Provided that the 
same system is continuously employed, there api:ears to he no 
reason why this particular practice should not be eousulered to be 
a “method of accounting regulaiJy employed”. Again there are 
ca'^es where the various branches of a business .are onh e.o.-e<‘ 
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once in turee or live yeara and whcio the accounts ot (lie. Iumti-'... 
are noc annually incorporated in the head([uarter:; hu.'Uue^s a 
accounts. In such a case it nuLthi bo pos.sihli; to assess t-itb.er on (lie 
average annual prollts of the hranche.'^ as disclosed iiy tbe acc()unis 
last (lied or on (he acdual prolits brought (o account owiiu; (o parti- 
cular l.u'anehes closing in particular years. 

(i'O The cases in which an asse.sseo desires to change his account- 
ing system .should be rare and where .such a reipiest is made, the 
Income-tax Oiiicer in considering it should, as in the similar case of 
a demand for a. change in tho “previous year” (paragraph G). if he 
is prepared to allow the change, take .‘^leps to secure that no jirolits 
escape taxation on account of the ehango. While .section Id icave-; 
it to tho discretion of the Income-tax OiTieer to decide whether ti 
particular system of accounting .should he acceptcil or wiiether 
a ehango in the system of ticcounting should he allowed, tho liiscre- 
tion 01 the Income-tax Othcer in this matter can be (piestioncd in 
the cour.se of an appeal again.st an assessment under section. iU3, 
it may be made one of the grounds of appeal in euntosling the 
assessment of the profits. 

52. Business. (Scclion JO.) — (i) ".\ny hmsiness" in .sub-.^^ectio:', 
(I) of the section means “any business or businesses". 

(ii) It was laid down in Inland Kevenuo Commissioner r 
Maxse (XII, English Tax Cases, page 41) that “a profe.-.v 
volves the idea of an occupation requiring purely inlelk-ctual n;.. 

manual skill controlled by the intellectual skill c:' .. : 

operator as distinguished from an occupation” (i.c., ;i Im. ;:,. . 
trade) “which is substantially the production or sale cr ..r-.., , 
ments for the production or sale of commodities”. In .... 
firm of architects or accountants or engineers cannot r . 

carrying on a trade and should not be assessed as tLc..;.: • 

carrying on a business. 

53. Business deductions. General. — ^WTiile, c; . x 
graph 50, it is not possible, owing to the varir" 
systems, to pre.scribe exhaustive lists of dedccti'. a . - •, 

not permissible in the case of all businesses, i',:!, :: 
a list of allowances that are permissible in t/.e . 

The following is a list of tho deductions 

in the case of any business whatever the n 

be that is adopted ; — " ' ’ 

(a) Eeserves for “bad debts” or iV ' • • 
or any other purpose such us the equa ; 

(b) Expenditure of the nature of C_.- 

(c) Expenditure of the nature of v:: 

{d) Cost of additions to, or ak-' 
ments of, any of the assets of a 
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(e) Sums paid on account of income-tax or super-tax in India or 

revemr Tf authority other than laud 

euue, local lates or municipal taxes m respect of the portion of 

Uie premises only vdnch is used for the purposes of the busiuess. 
ihe qucition whether a salary paid to a partner is an admissible 
deduction for purposes of income-tax, or in other words the question 
whether a so-called “salary” paid to a “partner” is really a 
salary or simply an allocation of profit, is a question of fact to be 
'deteirroned in each case, with reference to the circumstances (see 
Electrical and Dental Stores versus Commissioner of Income-tax 
Punjab, V, Snnivasan's Tax Cases, pages 254-2o7— Lahore Hi«h 
'Court) : ® 


if) Interest on the proprietors’ or partners’ capital including 
interest on reserve or other funds, (cf. Allahabad High Court 
Case No. 223 of 1923, in the matter of Lalla Mai Harden Das 
Cottoji Spinning Mill Co. of Hathras, I, Srinivasan’s Tax Cases, 
page 266) ; 

ig) Private or personal expenses of the assesses ; 

(h) Eental value of property owned and occupied by the owner 
■of a busiuess for the purposes of the business ; 

(i) Losses sustained in former years ; 

ij) Any loss recoverable under an insurance or a contract of 
indemnity ; 


ik) Depreciation of any of the assets of the business other than 
the depreciation allowed under section 10 (2) iui) j 

(1) Any sums paid on account of any cess, rate or tax levied^ on 
the profits or gains of any business or assessed at a proportion of or 
otherwise on the basis of any such profits or gains; 


(ui) Any expenditiue of any kind which is not incuired solely for 
the purpose of earning the profits. 

54. Bitsnicss deductions. Irrecoverable Loans. [^Section 10 


( 0 ).]— (/) iVhere an assessment is made of profits or income from a 
banking or money-lending busiuess, loans which cannot be recovered 
should be deducted from t-he assessed profits of such busiuess uc 
the time when such loans can be definitely proved to be hTccmoi- 
able. Por example, if a banker i'.is lent out 5 lakhs of riq'ces ami 
received Ps. oO.OOO as interest but has during the same year lost 
an irrecoverable loan of Ks. 25,000, he should .le “ 

Ps. 2.'), 000. Similarly, if the same banker receiving Ps. ou.uuu 
as interest on his loans suffers a loss of an irrecoverable loan 
amounting to one lakh during the same year, the lucoum o o 
assessed to income-tax from the money-lending business in tiiat 
year will be nil Those examples uill apply whether the assc.-,sco 
Jiad previously been assessed to income-tax or not. 
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This insferuction will also apply to the assessment of other 
traders, where loans have been made in connection with the busi- 
ness and in which the loans are of the natiu’e of the business and 
the loss is a true trading loss. 

{Hi) The irrecoverable loans in the sense referred to in this para- 
graph are sometimes confused with the “bad debts described in 
paragraph 50,' but they are of a totally dilfereut nature. Money 
lent out on interest is the siock-in-trade of a money-lender or 
banker and the loss of such stock-in-trade can clearly be regarded 
as a trading loss like the loss of the stock-in-trade of any other 
trader where the loss is not covered by insurance. In settling 
claims of this nature the question has always to be considered 
whether money-lending is, or is not, a part of the business of the 
trader in question. The investment of savings or occasional loans 
made to acquaintances cannot be considered to be loans made in 
the course of trading. 

55. Allowance on account of rent of business premises [Sec- 
tion 10 (2) vi).] — The allowance referred to in tMs clause is only 
in respect of that portion of the premises in which the business is 
carried on and the same limitation applies to all allowances relatmg 
to premises or buildings in clauses (ii), (to), (o), (vi) and (viii). 
Where premises are owned by the owner of the business, of course 
no allowance on account of rent, is permissible since the owner 
is not liable to pay tax on the annual value of such premises 
under section 9. Where the trader resides in a part of the busi- 
ness premises, the full rental cannot be set against the profits 
and the Income-tax Officer must, in each case, determine the 
portion of the rent that may so be set off. 

56. Allowances on account of repairs of business premises. — (i) 
AVhere the assessee is himself the owner of his business premises, 
he is allowed as a deduction the amount spent on repairs each year 
on the portion of the premises used for the pm’pose^of the business 
under section 10 (3) {v) ; where he is the tenant of the premises he 
is, under section 10 (2) {ii), allowed the amount expended by him 
on repairs if his lease requires him to execute repairs. Where the 
premises are occupied partly as a lesidence and partly for the pur- 
poses oi a business, the same proportion of the disbursements on 
repairs should be permitted to be deducted as is taken in calculating 
the rsuL permissible under section 10 {2) {i). 

{ii) The phrase “current repaii-s” in section 10, sub-section {2) 
(r)_ should be interpreted to mean such repau’s requh’ed to keep 
building, machinery, plant and furniture, in serviceable condition, 
as are rendered necessary by ordinary wear and tear (as opposed to 
accidental or wilful damage or other unusual causes) and are of 
their nature recurrent (supposing that the owner displays reason- 
able care and prudence in keeping the asset, whatever it may be, 
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in ‘.w. n,ter™ls-say, at least, o„«, 

for lie nurio f ] i ‘‘“Y I'ccoixls maintained 

<tnia-oc.al.on) and also mere adjast- 

ro')i-i v'l o ‘V''’ '"i" fl"! case of machinery or plant, any 

hiemin ™ ““ ‘0 


(ml l^:(llondituro on anytliins tl'at, if it had been done when the 
as.-eu u.K. new. would have increased its capital value should be 
le.rtardod as capital expondituro. 


_ 57. liusine.s-s-^AUoiranrr. in rospc-l of borrowed capital. 
i occ/jon 10 (:!) (i.’/).J (i) The allowance under this clause can only 

be ^,d\en v, here pa}ineiit ol the interest is not in any way depend- 
ent on the e.irnimt ot the profits. It cannot be allowed, therefore 
tn ios{ie(d ot any borrowing.s tho interest on which is not payable 
unless prolits are earned or tho interest on which vaiies according 
to tho amount ot the profits earned. In all cases it will be a ejues- 
tion of fact v.-hether the payment of interest is or is not actually 
depot.dont on the earning of profits. No allowance can be made in 
res[)ect of tho sluiro capital of companies or of the capital put into 
a linn In the partners ; but a conipany is entitled to an allowance 
of tho interest paid on its debentures and a firm to an allowance 
of intf're.st of money borrowed under a mortgage. On the other 
Jiaiid, a firm alleging that it has no independent capital and that 
it i.s Avorl.'ing only on capital lent by the partners at a dafinite rate 
of interest which must be deducted from Ihe earnings of the firm 
before its profits can be declared, 1.*= not entitled to allowance under 
this section unless definite proof is given that a particular partner 
has made a legal loan to the firm, i.e., a loan under an instrument 
on winch he can sue and under which interest at a fixed rate i& 
to bo paid to him annually irrespective of the earning of any 
profits. (Cf. Allahabad High Court, Case No. 223 of 1923, in the 
matter of Lalla iMal Hardeo Das Cotton Spinning Mill Co. of 
Hathi'as I, Srinivasan’s Tax Cases, page 266.). Similarly the share 
of profits uiren to Mohammedan depositors in lieu of interest on 
borrowed capital cannot be allowed as a business expense. 


(ii) No rule has been made under the “explanation” to this 
clause defining what Mutual Benefit Societies are to have the bene^^ 
of the “explanation”. It has been found that the ’ 

if applied, is likely to give more trouble to the societies than me 
present procedure. Executive iustructions have however been 
issued that in tl.e case of such societies (which appear to bepeculiar 
to the Madras Presidency) where the taxable income is Ks. b vw 
or under and where the “shareholdeiV' or 

within the limits of the circle of one Income-tax Officer, the com- 
pany or society should not be assessed direct to income-tax, but 
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the priiU’ip.ii oiVu-.".- shoviUl furni-h liio Invome-tax OlVKa-r wiUi a 
n.^: <'f till' ruiiooiu*' dut tn ;lu>'tvni;i tlu" ontiHi.il 

suiisdripiions dr I'aniusi iiivd-u-.i ais.l tl'.c iiru-rort tiu'rcdn uih! tiw 
Iju-oniO-iax C)mcer t^iutuitl a: what j'a.rticular rt oipjeis!;. of 

tlaa-o j'liviiU'Uia avi’ iir.i'U; tu tax aiiii liuv.iiil aiiti tiit* auH>uiit ot 
intca-t that ih.oy i'.ave nM-fiv.-a {n tin- iia-una- on vriiifli thi'v v.-nuhl 
othorwirf liavi- I'cm a. -, i- -. cd, tiiat at, iio ‘..hmiid ar ci '. the u .-ipiaiUa 
direct. 


58. Uti'iiiu'.'ss- 


in Ti'-On i L 




A Uoit'tiUi'is 

'i-'ycdiiiit Itf {‘A (.;!■).] — Oi li’.c a.iiuv. .'.Ill'' ^ undi-r t.'e..-. <-lauM’ .u'e re- 
strietoii tt) iiiaiiraiiei,' j oheu',-. lalx’ii ee.i; axaiijdi ti.c ri- ,t ('t iia.ui.iye 
or dir-tructiou of hisdduy;.-'. iicii-iiiiiery , jd-nit, tnrn’.ttrre, 

.stores, iit'ed for tia; purja'.-e:- of tin- ; artioai.jr he.,.iiu-;.' 
the jnaidts or yains are l etna 


stoi-';. or 

of whi'-h 

i'.'.’.eld'.itefl a.iid ):<! .'.Ijov, ,< tlC'’ <’an iiO 
made oil aeeouiu of pTiUV.a u\ leyard toothor iii.-ui'.‘.nee,>. hurthei*, 
anv no! a.etua.'iy esjciidtil uu Imt mereis ; ct .uadu 

by a ctiinpany or iirm aa an in.-mra.ner fond are ;;nipiy a. p.trtieula.r 
do.'^er.'iiiion of iciHirve a.nd no aiunvance or deihietiun Can lie eiYcii 
in res[:oct of .‘nich re.-’crvc.-. 


(if) The Act doe.'j nut contemplate tliu duduelion of premia on 
account of in.surance tidain.sl a, los.s of profit. If, hovreviT, iho 
owner, ol a bu.-inc.sa elects to cianu any .sueii a.llowanee, he .‘'hould 
.‘^iymifv his inuuition to the Income-tax ohieer — and if he make.s a 
declanuion in wriiin;,'. underiakiiiif t'ener.diy to }).ty the tax on 
any riuoums recovered from an Insurance (’om[).my undi;r tiny 
such policy or policie.s, the tillowance will be -itriUUcd in respe.er, 
of the inem'ui fur any such jjolicies that lie m;iy have taken out 
not more tluin a monih iiefore the. dale of sueh ileelaration or that 
he may lake out subscijueni ihcivtt). Where no allowance is asked 
or allowed in n.-siiect of such policy, rny sums received from the 
Insurance Company on account of tiio policy will not he liable 
to ta:;. 


59 Allowances in respect of (Icprcciaiion. — [6'ce/fon 10 (2) 
(i?i).] — (f) The allowances permissible muler this clause arc pre- 
scribed in rule 8 and the hiformution that must bo furnished in order 
to obtain an allowance is set out in rule 0. It is only the piirlicuitir 
classes of buildings, machinery, plant or furniture mentiouoil in 
rule 8 in respect of which the dejircciation allowance can lie 
claimed, and the buildings, machinery, plant or furniture for which- 
depreciation allowance is claimed must be used for the purfio.ses 
of the particular business of whicli the profits or gains are being 
computed. No allowance can be claimed on account of deprecia- 
tion, for example, of any portion of a, building which is used as a' 
residence by the assessoe. Further, the buildings, ate., must bo- 
the property of tlic assessee. No allowance can be claimed if they 
are leased from others. 





IrJ (, 



business or against other heads of income, profits or gains on the- 
one hand or carr 3 fing it forward on the other. 

{vi) This clause provides for- the depreciation of furniture, but it- 
may not suit the convenience of particular traders to ask that a de- 
preciation account should be kept up for petty items of fm’nitm’e and: 
a depreciation allowance on account of furniture should therefore,, 
be granted only in cases in which it is asked for, in which event 
the cost of replacement should not be allowed ; where such depre- 
ciation allowance is not asked for, the cost of replacement should, 
be allowed in the year in v;hich the furniture is replaced. 

ivii) Whatever depreciation allowances are granted, it will be- 
necessary to maintain an account showing the original cost to the- 
assessee of the plant, the amount of the annual allowance, the- 
amount of the allowances already gi-anted and the balance still to be- 
allowed. 

{viii) The percentage allowance fixed in the rule for the perman- 
ent way of electric tramways only covers cases where the number of 
car miles per mile or track does not exceed 1,25,000 car miles per' 
annunv. Where the number of car miles per mile of track per 
annum exceeds 1,25,000 special terms will have to be made in eachi 
case. Similarly special consideration should be given to each case 
where there are special circumstances such as exceptional gradients, 
the compulsory use of wood paving, etc., tending to show that the- 
car mileage does not fairly represent the wear and tear of the- 
crack. The cost of renewing concrete foundations should be 
allowed as a trading expense as and when incurred, provided that,, 
if the renewed foundations arc an improvement on the old ones, so- 
much of the cost of the renewed foundations as represents such 
improvement should not be admitted as a trading expense. 
Amounts received for the old materials, whenever renewals are- 
effected, should be credited against the cost of the renewals, and 
if the old materials are not disposed of at the time or are used 
for other purposes, then’ estimated value should be deducted, sub- 
ject to adjustment if necessary, as and when the old materials are 
disposed of. The percentages fixed for the depreciation of the 
permanent way are based upon the estimated life of a track froiru 
a consideration of the number of car miles per mile of track, and 
consequently these percentages may vary in connection with the 
same undertaking. It must be clearly understood that the revision- 
of the life of a track need not necessarily be deferred till the whole 
track is renewed, because it may become clear before that date that 
revision is necessary either in the direction of increasing or de- 
creasing the i average life. As regards the rate for general plant,, 
machinery and tools, all other plant and machinery including work- 
shop tools but excluding loose implements, office furniture and' 
small articles which require frequent renewals (expenditure on 
which is allowed as a business expense against revenue), should 
be lumped together and the rate of 5 per cent, depreciation should 
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tax, contributions to such provident funds by employers sbouKr ue 
allowed as a business expense in all cases where the funds -ira 
constituted as uTecoverable trusts and where no part of the employ- 
ers’ contributions can be recovered by them. Where, however, 
such fui.ds remain in the hands or under the control of the employ- 
ers, no contributions by them can be allowed as a business expense ; 
but in such cases actual payments made to employees leaving the 
service of the employer should be allowed as a business expense 
in the year in which such payments arc made, so far as such 
payments are made from the contributions of the employers 
' whether in that year or in precedin.g years. As regards employers' 
contributions to “recognised” provident funds, see paragraphs 24 
and 31. 

{ii) The same remarks apply to superannuation funds or reserves 
for the purposes of providing pensions to ex-employees. Actual- 
sums paid as pensions to ex-employees or to the widow or children 
of an ex-employee should, however, be allowed as a' business ex- 
pense v/here the pensionary payment is a fixed or recurring one, 
but no claims on account of “pensions” should be entertained 
where the “pensions” are paid to persons who have or who at any' 
time had a share or interest in the business. 

iiii) Premia paid by an employer to cover the risk of liability to 
compensate any of his employes for injuries under the Workmen 
Compensation or Accident Insurance Act (VIII of 1923) should be 
treated as business expenses and allowed under section 10 (2) iix) 
as a deduction in assessing income from business. 

(iv) The following principle should be observed in dealing with 
claims that bond fide expenditure for the welfare of the employes 
of a business should be allowed as a business expense. No con- 
tributions towards expenditure incurred by outside bodies which 
may benefit the employes of a company or firm incidentally with 
members of the general public, should be allowed, such as contri- 
butions for the support of clubs, recreation grounds, religious 
institutions, dispensaries, hospitals, schools and the like. If, on 
the oiher hand, an assessee maintains a school or a dispensary 
solely for the benefit of his employes reasonable expenditure on the 
upkeep of such an institution should be allowed as a working 
expen -’-e. Similarly, expenditure incurred in the maintenance of 
a conservancy staff employed to keep the surroundings of the 
dwellings of the employes of a concern in . a sanitary condition 
should be allowed. In no case, however, should any capital ex- 
penditure be allowed, such as, for (example, the amounts expended 
- on the construction of latrines, drains, water-works or hospitals. 

(v) Sums ernbezzled by an employee are an admissible charge 
against the business of his employer. 


o 
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'^c^ve from their oonstitaents pay- 
ncm-s mtcmiul to cover Eailway expenses, cooly charges etc w&ch 
hey liave to incur in the course of thcU' business. When payments 

‘ hev n ^ specifically to constituents 

tlu.> bu allowed as deductions from the assessable income 
vsulunii insisting on strict proof of payment by the production of 
ujiiciieis, provided that it is reasonably certain that the payments 
liavc boon made. ^ 


(vii) Indian traders and business men charge their customers or 
clients a small foe on each transaction — for e.xample so many pies 
on cacii bag of some commodity sold— the proceeds of which are 
.sn{)[)os:'d to be devoid to various refigious, charitable or educa- 
tional purposes. Such customary subscriptions by clients and 
customers for religious or charitable (including educational), pur- 
poses, and the corresponding e.xpenditure by the assesses, should 
be left out of account altogether in computing the taxable income, 
provided that tbo Income-tax 0£heet is reasonably satisfied that 
the sums in question are really applied by the assesses ultimately 
(and not necessarily in the year of collection) to the object for 
which ti.cy were ostensibly collected. No attempt should be made 
to separate these subscriptions from the trade expenses of the 
customers or clients to whom tl)6y are charged and to disallow 
them as not being trade expenses. 


(citi) Sums received for political purposes should be included in 
income and tiie corresponding expenditure on these purposes should 
not bo allowed as a deduction from the taxable income. 


(i.v) Strictly speaking, the cost of audits and similar operations 
•conducted spociall}^ for income-tax purposes, whether in connection 
with assessments, with appeals, or with revision petitions cannot be 
allowed as a deduction from taxable profits [Ruling of the Madras 
High Court in Secretary, Board of Revenue (Income-tax), Madras, 
versus D.Munisami Chetty & Sons I. Srinanvasan’s Tax Cases, 
page SST.] 


(4 The reason for this is, of course, that whereas an audit or 
similar operation conducted in the ordinary course of business is pro- 
perly treated a.« a "business expense”, it is clear that one conducted 
purely in connection with Income-tax proceedings cannot be said 
to be incurred solely for the purpose of earning the profits or gains 
subject to income-tax [see section 10 (3) (ia>)]. Since, 

niav be difficulty in individual cases in determmmg whe oi 
an audit of similar operation has been conducted wholly or 
for business purposes and, in the latter case, what portion of tne 
exnenditm-e inf’urred in connection with it can properly be treated 
a*s\ "business expense”, it has been decided that audit or other 
account;^ ucy services in connection with an assessee s accounts 
foi the previous year rendered before his return of income is 



muule, if such a return is made on the due date, or within any e.v- 
nended period allowed hy (he Ineoine-tax Ollieer for its suhniission, 
■should he treated as work done for ordinary business pur|)uses and 
dherefort the expenditure incurred tlieroon should be regarded as an 
.admissible deduction in computing taxable income. 

{.ci) The question as to what i.s capital or revenue expenditure in 
irespect of.tea gardens is one the answer to which depends oit certain 
general principles. The Jduglish decision in the ease of A'allam- 
"brosa Eubber Co. versus b’armer (5, Mugli.'^h 'I'ax (’:i.‘-cs, 
•establi.shes certain principles which are applicabU* to their ease. 
'The fnsL is that the cost of the upheap {c.ij., weeding and draining) 
of an area (hut is.not in bearing may bo charged to revenue. Wliile 
•expenditure on the maintenance of an area that has not reached 
onaiuriiv .ma.y he classified as revenue expenditure, any income 
-derived from the sale of lea at this stage is on the same footing 
as income from the sale of tea at any other stage and .-^lionUl be 
daken mto account in computing the taxable income of the concern. 
The second principle is that any expenditure that erouies a potential 
rsource of recurring reveame at whatever stage in the develo[»- 
iment or working of the estate is capital expemlilmv. The snuive 

• of revenue in tea gardens is the lea Imslu-s. and whenever a Imsb 
tis planted, a potential souree of revenue is ereated. It is the 
individual bush that must he considered and not an area planted 
'with sueh'bushes. du concession, however, to representations that 
;in filling or supplying -is in many (ases necessary in order, to keep 
a tea garden in a state of efiicieney and that to regard expenditure 

• on such operations :as capital expenditure wall mean hardship, a 
, proviso has been added in Itule '21 to the effect that an allowance 
wall be made on account of planting hushes in re[)!aeement of 
bushes that have died or become permanently useless in an area 
•already planted, unless such area has previously been abandoned. 
This concession is extended only to tea gardens in British India, 
-■since Eule 24 applies only to such garden.s. 

65. Method of converting the net profits of sterling companies 
Hnto rupee for the purposes of income-tax . — ^Whore the business 
•of a sterling company is transacted entirely in India, there is no 

• need for the Income-tax Officer to look at tho sterling accounts 
•as he can get a record and ask for a return of the transactions in 


n-upees. IHe should act in the same way in cases where the profits 
■ of the Indian branch of a company operating in other oountrie.s 
can be separately ascertained. In the case of a company operating 
••through local branches in differen.t countries where the profits o1 
the Indian branches cannot be ascertained separately but have to 
'be deducted from the total sterling profits of the company from all 
its operations, the net profits of. the company for the purposes of 
:assessment to Indian income-tax should be converted into rupees 
;at the rate of exchange ruling on rhe last day of the year to which 
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ss'ssrx !- - '• ““ ■"" “ •'• “'i. 

66. Pmnia on issue of shayes.~Tha premia received by a com- 
pany on issue oi shares are capital receipts, and, as such, not 
charc/eable to tax. In the same iray, the cost of issuing shares is- 
capital expenditure and cannot be allowed as a deduction for 
income-tax purposes. 

67. Professional earnings — Deductions. [iS'ection 11 (2).] 

(0 Any expenditure that is claimed as a deduction under tliis sub- 
section must have been incurred solely for the pm-poses of the- 
proiession or vocation. No deduction can be allowed in respect, 
of personal expenses of the assessee or expenses of the assesses or 
expenses of a capital nature; but an allowance should be made- 
in respect of depreciation of buildings and depreciation and! 
obsolescence in respect of machinery, apparatus, appliances, plant,, 
furniture or other Capital assets used in a profession. The term. 
“Capital assets” is intended to include books purchased by an. 
assessee for the purpose of his profession. Two conditions must be- 
satisfied before a claim for depreciation or obsolescence can bo 
admitted ; firstly, that the machinery, plant, etc., in respect of; 
which a claim is made should be used solely for the purposes of) 
the profession or vocation the earnings from which are computed’ 
and secondly, that they should be the property of the assessee. 
No allowance can be claimed if they are leased from others. 

(ii) The conditions specified in section 10 (5) (oi) and (oil) regard- 
ing the calculation of depreciation, etc., apply to cases under this- 
sub-section also, viz,, (1) the particulars prescribed should bo fiir-‘ 
nished to the Income-tax Officer ; (2) where full allowance cannot bo 
made in any year owing to there being no earnings at all or the 
earnings being insufficient to grant the full allowance, the allowance 
or part of the allowance to which effect has not been given should- 
be carried forward to succeeding years; aud^ (B) the aggregate of 
all the allowances made should not exceed the original cost to the 
assessee. Any obsolescence allowance granted under Hua sub- 
section should be limited to the difference between the original cost 
to the assessee of the machinery, etc., as reduced by the deprecia- 
tion allowance already granted and the scrap value or sale price a.s 
the case may be. 

68. Income from ''other sources" .—Deductions. {Section 
12) —The interest paid on money borrowed for the pure uiso ot 
shares or securities cau only be set against the income 
from the shares or securities where it is proved either by a li-mKtr s 
certificate or otherwise that the borrowing lias been defuntely an 
solely for that purpose; but where such proof is atlordtii, an. 

allowance should be given. 
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'69. Deductions on account of taxes ipaid. — (i) No deduction^i.^ 
■permissible in computing the income, profits or gains on account of 
any taxes or rates paid in respect of such income, j;rofits or gains 
mxcept that a local rate or tax which is payable irrespective of 
•whether profits are made or not (see paragraph G3) is to be allowed 
-as deduction from income from business. Section 10 {2) {viii) of 
'the Act allows as a deduction from business profits sums paid on 
•accouiit of land revenue, local rates or municipal taxes in respect 
•of premises used for the purposes of a business. This specific 
.provision has been inserted because the local rates paid on account 
'of such premises are usually in the nature of a payment for services 
rrendered (e.(/., by supply of water, conservancy arrangements, 
etc.), but that allowance is closely restricted to a local tax or rate 
levied in resptet of the premises used for the purpose of the busi- 
ness. No deduction is allowed for any other local rate or tax such 
as, for example, local taxes varying according to the income or 
profits of a business. Nor is any deduction on account of a local 
rate or tax on property allowed from the annual value of property 
which is taxable under section 9. Similarly no allowance is per- 
■missible on account of income-tax or super-tax paid by an assessee. 
Where property, profits or gains are liable to taxation in other 
countries or by other authorities in British' India all these authori- 
ties are taxing the same property or profits for different purposes. 
In the Patna High Court, Case No. 102 of 1920 in the matter of 
Baja Joyti Prasad Singh Deo of Nashipur (I, Srinivasan’s Tax 
Cases, page 103), it was held that the amounts paid for cases by 
:a person dermng an income from rent of collieries and from royal- 
ties on the amount of coal raised from the collieries are not to be 
•deducted in computing the amount of his assessable income, and 
•it was clearly stated that “the payment of a tax which is condi- 
tional on the making of an income and which has to be calculated 
•on the amount of such income after it has come into existence 
•cannot be said to be expenditure for the making of such income’’. 

in) Again in the Madras High Comt, Case No. 11 of 1920, Chief 
.Commissioner of Income-tax, Madras, versus The Eastern Bxten- 
-sion- Australasia and China Telegraph Co., Ltd. (I, Srinivasan’s 
'Tax Cases, page 120), it was held that in computing the profits 
of a non-resident company under the provisions of rule 33, the 
.taxes payable in other countries in respect of the profits of the 
■ -company are not to be deducted. 

70. Taxation of a Hindu undivided family. (Sections 14 and 
:S5-A.). — (i) A Hindu undmded family is treated as a separate entity 
for income-tax purposes. It is taxed like an individual at a 
.graded scale according to its total income and no account is taken 
of how that income is distributed amongst the individual members 
when such individual members are assessed to income-tax or super- 
tax in respect of their separate income. This applies even in cases 
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both 111 whore the uicoiiiu of the iiioinlior i:j ijolow the iiuni- 
uiuni chiU'^cublc with iiicoiiic-tiix, uiul in oa^os whcio the iiuixi- 
mum Kilo is gieatei’ than the rate applioa.hle to his total incoiuo, 
ic is dosirable lliat. so far as po>t'iI)lo, suoh rcfuiuls should ho 
avoided . 


{ill) 'Uho (piostiou of refund does not arisi! if the personal inconic 
of none of tlie partners liaiilc to tndi in Inooino-i.'.>; including his 
share in the Finn (whether he he resident or non-H'si*lentl is le.-s 
than Ks. one lakh. In otiicr eases, it e.u’h ot the non-resident 
partners is a llriti h suhjeei or .i suhjeeL of an Imlian State and 
produces with hi-^ individual return of ineonie adiapiate evidinwo of 
the amount of his toreign inconu' tlia.t i,-. to he taltcn into account 
in dciennining his idaiiu to a rctc.nd. and .ill tlio ri'.'-'diuit partners 
(if any) tile returns of tlu-ir individual iucomca, <!:e Incoiue-tax 
Otricor, oil heiug .-.ali-'fied that the v.diolc ot tlie prolits of the 
regi.''tcred firm are aecounied for in tlic-'e [jcrson.il .st.itiaiient^, 
should charge the [lartucrs direct at ilu- rate ai)proi)riatc to their 
total income. 


(ic) In view of .sub-section 5 of .-•ociion -18, this procedure cannot 
be applied to the following cases : — 

(1) Finns in v.'hieh one partner at lea^'i is a non-resident 

foreign subject (other than ;i subject of an Indian 
State) to whom no refund can he due in any case.- 

(2) Firms in which one partner at least is a non-re.^’ideut 

British subject or subject of an Imlian State to whom 
a refund may or may not ho due — that is, wlio has 
not yet produced adequate evidence as to the amount 
of his foreign income. 

(3) Firms in which in addition to non-resident parlneivs 

there is any resident partner who has not tiled a 
return of his total income. 

(v) The demand notice in respect of the profits of such firms must 
be addressed to the firm, and no individual assessments should bo 
made on, or demand notice.s issued to the partners in respect of 
their shares of the profits of the firm. The position will bo just as 
though the firm were an unregistered firm. If a partner has other 
income he will be assessed on that, separately, and of course his 
total income will include his share of the profits of the firm. The 
share due by each partner of the income-tax on the profits of the 
firm should be intimated to him informally, with an indication that 
this is done merely as a matter of convenience and does not affect 
the liability of the firm as such for the income-tax on the whole 
of its pi'ofits. Separate assessmenis on partners will also have to 
be made for super-tax, if necessary. 

(vi) For the method of setting-off a loss of profits of a registered 
firm against other income of a partner see paragraph 94. 
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'cii! Ju comjnitiii- the total income of a member of a registered 
n,. «■ um-cpstc-red firm for the pimpores of moomeiax or sunStal 
be mcluded -n that total income “such an amomt of 

, 1 ^,. r ^ !•" P^^P^rtionate to bis share in 

\ perticuJar phraseology has been adopted in section 

Jy h) .aid ill the proviso to section 55 in order to make it clear 
..i.i. It js the proportionate .-diare of a partner in the whole of the 
.-r »' -.ibic jjrorus of a firm that is to he taken into account in 
<.rtfnninmg his total income, and not merely the amount that he 
itjino.L.- from tli..- possession of the firm. Some partnership deeds, 
tor afijec, [irovide jiiat tlie partners cannot remove more than a 
<'eH.iin j/ioportion of tj;e profits in any year or, again, that a 
rcr! on pmpfjrtion of the profits mua !>e distributed in charity. It 
i-' no.v made clear in the Act that it is the whole of hi.s propor- 
tion.itc sii.are in tiie total assesmble profits of the firm that is to he 
i.al.'en into account and tliat that proportionate share cannot be 
I'-du'-ed in' any consideration of how those profits are utilised. 


iciii) For ilie method of dealing with a change in the constitution 
of a. firm see paragraph 9G. 

(f.r) For liability in cases of discontinuance of a business owned . 
by a firm see paragraph 97. 

(x) For the method of serving notices or requisitions on a firm see 
paragraph 137. 


72. Taxation of associations of individuals — Section H {2) (c) 
and Section 9.S-A . — An association of individuals, other than a 
firm, Company or a Hindu undivided family, is liable to income- 
tax and super-tax as if it v/ere an individual. Tax is net payable 
by an assessce in respect of any sum which he receives as his share 
of the profits or gains of an association the profits or gains of 
which liave been assessed to income-tax, but such sum will be 
included in his “total income” to determine his liability Jo 
income-tax and the rate applicable to him. 

73. Exemptions on account of life insurance. {Section 15.)— 
(i) Under the provisions of section 7 (I) proviso and section 15 an 
abatement of income-tax is given, after the assessrnent of the tax 
has taken place, on such portion of an assessee’s mcome as may 
have been — 

(i) deducted from his salarj' under the authority and with 
the permission of the Government for the purpose or 
securing a deferred annuity to liim or making provi- 
sion for his wFe or childi'en [section 7 (1) proviso] ; 

(u) paid by him to an Insurance Company in respect of an 
insurance or deferred annuity on his own We or on 
the life of Ms wife; or 

(in) paid by him as a contribution to any of the provident 
^ funds mentioned in paragraph '23. 



215 


Provided that the total amount on which an abatement will be 
ipermitted under this provision may not exceed one-sixth of the 
total income of the assessee. 

{ii) Contributions to the Widows, Orphans and Old Age Gontri- 
'butory Pension Pund, 1925, are exempt from income-tax since they 
are deducted under the authority of Government from the salaries 
■of the soldiers concerned for the purpose of securing to_ them a 
•deferred annuity and of making provision for their wives and 
•children. 

{Hi) Compulsory allotments from a soldier’s paj^ made to his wife 
■du England under Article 886 of Eoyal Warrant for Pay, are exernpt 
from income-tax since they are deducted under the authority 
■of Government, for purposes of making provision whether pre- 
sent or future for the wife. 

{iv) Deductions at source on account of contributions made by 
'■an officer to provide passage money for his widow and orphans under 
ithe Indian Military Service Family Pension Eegulations iind the 
Indian Military- Widows and Orphans Funds Eegulations are 
exempt from income-tax as the contributions are in the nature of 
life insurance premia. Under the rules, a certificate of health is 
required before an officer can contribute and the contribution which 
he has to pay is regulated according to the age of the officer con- 
■cerned. 

{v) Out of the premia paid in respect of a policy that covers the 
■risks- of sickness and accidental injury and also the risk of death, 
■only so much as is attributable to the risk of death (from whatso- 
ever cause) is admissible as deduction from the income liable to tax. 
‘The portion of the premia so attributable should be settled in con- 
sultation with the Insurance Company concerned, whose formula 
should be accepted unless there appears to be some strong ground 
'for modifying it. 

{vi) No rebate of income-tax is allowed on any sum withdrawn 
hy an assessee from his Provident Fund in order to pay his hfe 
•insurance premium. 

, {vii) Eebate of -income-tax in respect of a premium paid on ac- 
count of life insurance is admissible to a partner of a registered firm- 
individually whose income is taxed at source, in addition to the 
refund of tax to which he may be entitled under section 48. 

iviii) It is to be particularly noted that the insurances in respect 
of which this concession is granted are insm-ances on the life of the 
■assessee himself or his wife, and not any other form of insurance 
whatsoever. ^ The solitary exception is in the case of a Hindu un- 
divided family in the case of which insurance are permissible on 
the life of any male member of the family or of the wife of any 
such menaber and not merely on the life of the head or manager of 
the family. But though insurances o?z the life of a child do not 
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iTfl'lin Ilmirorfri coucessioii, it should be noted that 

sh!.,' , I, -n . “'“<^1^ “re M the benefit of the child’ 
tlir li’f f r ^ ie purposes of section 15 as insurances on> 

! ‘ ^ 'U-'St.ssoe. loiicies are often taken by assessees with 

])u.h-‘\ O" a sum for their children for 

u..inage, education or other purposes at a stipulated time- 
und the sttm a.Mired becomes payable on that date even if the 
.siih.-eidicr dies alter paying one premium only. An insurance of 
nil.- fond ;s really an insurance on the life of the assessee as it is- 
dc.-igned to .secure in tiie event of the assessee’s early death 
(ti!ouuli_ tuic iiumccliately after his death) a benefit considerably 
gieaici in amoiiii! than the annual payments which be has made- 
and con.-'Cijiieiitly i lUitribiiiions to such policies are eligible for 
U’bate ii/uiiu .-eciion l.> (f). Tne criterion that should be adopted 
in i^u'di oa-ics is whetlier or not tliere is a contract dependent on- 
the life of the a.ssc.ssee. 


(t.r) bur the purpose of an abatement claimed by an assesses- 
under liiis section in.surauce ^rremia payable in sterling should be- 
converted at the rate of exchange in force on the day on which the- 
pivuiium payment was made in cases where the assessee is unable- 
to .-talc tile actual cost of remittance. 


(.r) A cl.iiin for abateiuenc under this section must, if the pay- 
ment is made otherwise than by a deduction from salary, be sup- 
ported either — 


(a) h\ tlie original receipt, of the Insurance Company or 
fund ; 


(b) wliere the claim is made by a servant of the Govern- 
ment or of a local authority, by a copy of the original 
' receipt presented along with the original to the officer 
who pays the salary and attested by that officer who- 
should, after such attestation, return the original with 
a note endorsed upon it that it has been produced' 
and allowed for, a copy being attached to the bills- 
seut with the list of payments; 


(c) by a duplicate receipt or certificate of payment given by 
the Insurance Company or provident fund, providea. 
a certificate is given that the original receipt is lo.st 


or is not forthcoming; or 

(d) where an insurance company does not issue a formal! 
receipt, by a certificate of payment of the premium. 

(a-i) Where the Income-tax Officer is satisfied that ^ 

,„4 presided documents can be produced 'o 

lav expense or inconvenience, which under the n o 

:Sase!™uM be nm-easona^, he may accept such other proof o£ 
rymeut of the premium as he may deem sufficient 
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Abatement on account of insurance can be given effect to by 
the person deducting income-tax from salary at the time of jay- 
ment under section 18 {2). 

Where the payment on account of insurance premia, etc., is 
not claimed at the time ^vhen tax is deducted from salary, it may 
be claimed in the assessment and in the return given by assessee- 
under section 22(5) or if no assessment is made, a refund on account 
of such rebate may be claimed under section 4S-A. 

f) While strictly speaking abatements on account of insurance- 
^premia should only be made in assessing the income of the year in. 
which the premia were paid, the rigid enforcement of this inter- 
pretation is likely to cause considerable inconvenience to assessees 
who deAre that the abatement should be given effect to when tax 
is deducted from their monthly salary, particularly in cases where- 
the premia have been paid to foreign companies towards the end / 
of a financial year and the receipt for the premia are not forth- | 
coming until the following financial year. In such cases abate- ; 
ments of insurance premia may be allowed by officers responsible | 
for deducting income-tax from salaries under section IS (5) at the- 
time of payment of the salary provided that the premia in respect 
of which abatement is claimed have been paid within six calendar- 
months ending with the close of the month for which the salary is-j 
drawn. 

While the officers responsible for deducting income-tax at the- 
source under section 18 (5) of the Act should allow an abatement 
where claimed, they need not carry out a check to see wlrether the 
abatement claimed under this section exceeds one-sixth of the- 
salary of the officers concerned. This can be looked after by the- 
Income-tax Officer to whom returns are furnished under section 21, 
The deducting authority should however see that claims for such, 
abatements are made within the period prescribed. 

It is to be particularly noted that this abatement does not apply 
to super -tax, section 15 being made inapplicable to super-tax by 
section 58. 

74: Tax deducted or collected at source to he included in 
fiico/ne.-^Section 16 (5) (which provides that the amount received 
by a shareholder in a company by way of dividend shall be in- 
creased by the amount of income-tax payable by the company in. 
respect of the dividend received) and section 18 (4) (which provides 
that '.'.'here income-tax is deducted at the source from salaries and. 
interest on securities, the tax so deducted shall, for the purposes 
of computing the income of an assessee, be deemed to be income 
received) have been inserted in order to make it clear that in the- 
cases of taxation at the source and of the deduction of tax at the- 



fj.e., including the 
^'Jccr.Di: in derermirila^ the 
:_t.o _ir.coai>t;a:i on the^ rest 
Hibdny ro super-cax. 


r<^ iriinj a cj income ahoce a 
bcohon 1 7 15 dos ir^n^d rn 




he follov/in^ * 

nmnjifb of income above a 
— (i) .Section 17 is designed to 
.‘iov^Iv existed v>{LX‘e an assessee 
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(io) The followhig points should be borne in mind in applying' 
section 17 where a portion ot‘ the asscssee’s income is derived from 
an unregistered firm that has paid income-tax ^ 

(a) Income-tax is not “payable" by a pgxtner in a firm on 

his share of the firm’s income. / 

(b) Belief is to be given to an asse^see in respect of the 

“income-tax payable by him’^ 

(c) Section 17 is to be applied (a)/ “where necessary", (6) 

in order to “reduce" tluy^tax and (c) so that the 
result of an asscssec’s total income exceeding a sum 
after which the rate o0ax rises, shall not be that, 
the extra tax due to the ri.se in the rate is greater- 
than the excess of the total income over the maxi- 
mum sum liable to .^he lower rate. The section is. 
not to be applied vtdiere it is not necessary to do sp,,^ 
that is, where the' result of applying it would not. 
be to reduce the /tax. 

(•u) For the purpose of calculating the tax payable by an assessee - 
under section 17, surcharge/ imposed by the Indian Finance Act, 
1934, should be calculated on the rate of tax applicable to the- 
next lower stage of income^and then to the amount of tax so arrived 
at should be added the amount by which his total income exceeds , 
the next lower stage w/mout adding any surcharge on the latter - 
- -- - amount. For example/ /the tax pavabJe on .nn income of R« n nnn 

76 219— 

^heT sub-paragrapli (v) of paragraph 75 insert the following^:— 

»(vi) For marginal reUef in respect of super-tax, see p. 19.” 

(Correction List Ito. 2.) 


75. Deduction of the tax at source. — {i) Sc-ctio.o 18 of the Act 
provides for the deduction of tax at the source as dh.r.ifi^uhhed from, 
taxation at the source referred to in paragraph 11. It provides 
for the income-tax being deducted by the i.ecr.rj!:ir. rer-.pon.'-.ible for 
making payme.nts of “.salarie-s’’ or "intere.st on .vecnrltie:-;'’ beforo 
such payment.s reach the hands of the /ecipie.c*/;. T.ce section al.o 
requires ail persons resporrsibie for payi.cg a.cy .'.otere'^t, not Leixz 
interest on .securities, to a non-rcrident to o'eo'tct -at Kiie '-z 
pa 3 -ment income-tax and .=uper-ia.x therefrom if ‘..be a.ooo'i.ct of "uDz 
interest 'exceeds the maximum a.ocou.ot vobic.b i.o not c.harrtm'is' 
with super-tax. Similarly wher-e a dividend r/ivabie to o" non- 
resident shareholder exceeds the maximooci w.bich is not ohomo:-'-/ 
with supertax the company the dividend ehoxll Adh--t 

sujvenax at the time of payment. In .''eevvtt of t.c-e t-'t 
tioned sources of income th-e Income-tax "0;;;%,' le oisr 
to direct the person responsible for .oa'hng t,h-em ir h"’--': 
he has reason to belie that th-e total hooome of m 
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Th! chargeable with super-tax. 

i. . -.V .> uuluc.o.l i. paid over by the persons makin<r the deduc- 

T' u/'i ^ <^'Overtimenr of India within the period 

ii. r.,.c K ..nd i_. buch deductions ot income-tax are under sub- 
p. vion .•>( 01 section IS, treated as pavments of income-tax on 

■c.'.>,.i: ui [..f ferson;: iioin whose income or interest the deduction 
’...i- made am. credit is niven to them in the assessment of their 
income ii aii a.-.'-ossment is made of their other income. The form 
ui fc.uin Ui income that has to .be made under section 22 {2) pres- 
cr.i L-d in rule 1'.). therelore, provides for the tax previously cHaro-ed 
uion ti.e^nicome being* set on against any additional charge, wMle 
.-(.Ow.on ib (di provides as an alternative for a refund in cases where 
t.'.c rate deducted is greater than that apph’cable to the total income 
■wi the as;c?sce. 


'll.) Section IS (2) (a) ot the Act provides that aU payments on 
account of saiarv' made out of India by and on behalf of Govem- 
n.cn: siiali be included in the amount on which tax is deducted at 
-ource in India. All leave salary paid in the United Xingdom or 
Culony to Government servants on leave in the United Kingdom 
•or tiie Colony has been exempted from tax, cide paragraphs 17 
and :iS. -^ny sterling overseas pay or other sum that maybe paid 
in tiie United Kingdom or a Colony to an officer on leave in the 
United Kingdom or the Colony on account of his salary while on 
ic,iVe is, therefore, exempt from income-tax. The fact that a 
I ar: of the leave salary is drawn in India does not affect the 
c.Xccnption of the balance drawn in the United Kingdom or a 
Colonv. The part of the leave salary that is paid in sterling in 
tlic United Kingdom or a Colony to an officer on leave in the 
United Kingdorn or a Colony should not, therefore, be included 
in tl’.e income from which tax is deducted at source by the officer 
■paying him the rupee portion of the leave salary in India. The 
same principle applies to other pajmaents falling under ‘‘salaries” 
within the meam’ng of section 7 of the Act made partly in India 
and partlv out of India and exempt under any notification issued 
under section 60 of the Act. The salary paid in the United King- 
dom or a Colony to an officer on duty in the United Kingdom or a 
Colonv is exempt irrespective of whether it include sterling overseas 
pay or not. So also vacation salaries paid in the United Kingdom 
or "a Colonv when on vacation therein, — — - 


Page 220 — 

Add at the end of sufa-para. (iii) of Paragraph 76, the words : 

The words “ person responsible for paying ” 

(0) should be interpreted as referreing to the Pef 

implo ver with the duty of paying salaries and not to ^ 

himseU if he does not himself pay them and payment 

case of an employee entrusted by an employer! P - 

of his (the employee’s) own salary. 



221 [P. 76-77 

{iv) Persons making deductions at the source are indemnified for 
fthe deduction under section 65. 

{v) The provisions of this section obviously cannot apply to cases 
where the payments are made outside British India as, for example, 
•the payment of “interest on securities ’ in Indian States or in 
loreign countries or the payment of “salaries” by foreign em- 
ployers to residents in British India. It is for this reason that 
section 19 of the Act specifies that in any case where income-tax 
has not been deducted in accordance with the provisions of section 
18, the tax is payable by the assessee direct This provision covers, 
not only cases where the employer or the person paying “interest 
•on securities” does not reside in British India, but also cases 
"where owing to an assessee’ s salary being less than Ps. 2.000 
ancome-tax has not been deducted. 

77. Deduction at source of tax on '‘salaries” . — (i) The Act of 
1918 provided that where a payment was a non-recurring payment, 
the tax should be deducted at the rate appropriate to that particu- 
lar sum as if it were the whole of the assessee’ s income, and that 
where a payment was a recurring payment, the tax should be 
•deducted on the assumption that the total income of the assessee 
a^mounted to twelve times the recun-ing sum. As these provisions 
gave rise to a considerable amount of unnecessary trouble to 
assessees and their employers as well as to income-tax authorities, 
■section 18 (2) of the Act now provides that deductions from salary 
shall be made at a rate which should approximate as closely as 
possible to the rate appropriate to the total assessable income of 
the assessee under the head “salaries”, and it further empowers 
the person deducting income-tax from “salaries” to rectify, in 
subsequent deductions, mistakes made in previous deductions. 
Thus, if an employe’s regular monthly salary is Rs. 600, the tax 
would be deducted by the employer at the rate appropriate to 
Rs. 6,(!00 but if such an employd received a commission or bonus 
•or arrears of pay or officiating allowance amounting to Rs. 5,000, 
the employer is empowered not only to make deductions in futm’e 
at the rate appropriate to an income of Rs. 11,000, but also to 
make up the deficiency in previous collections owing to the lower 
rate having been applied. 

Hi) Salaries are sometimes paid or adjusted annually. Meanwhile, 
the employee may draw (and even overdraw) against the salary due 
•or that will become due to him. If employers claim to deduct 
as business expenses the sums thus drawn by their employees, this * 
can only be done on the ground that the sums represent salary and 
therefore, tax should be deducted at source from all such sums. 
When it is found that tax has not been deducted, the employee 
should be assessed direct on all such sums if they have been allowed 
to the employer as business expenses. If they are not so allowed. 
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P, 



tion or by (luce. asso^sHiont tm t 

•^alary ;i<;tiialjy oarnct! aiul ur^ agamsfc. 

i>y the employer expenditure. 

appHe^ to'idl -w 

Up) Per the power of an employer to allow abatements on accounfe 
0 .msuranco premia see pitragrapli 73. As regards private empS 
t may be noted that it is open to them to make^ these allowances- 
on .iccoiint of msiiriinco premia or not according as it may suit the- 
convomenec ut themselvc.s and their employes as, if such rebate is- 
not g'lven when the tax is deducted at the source, it may be claimed' 

following year, if he is assessed under 
.section _3, either as a refund or as a set-off against any amount, 
due by him. 

(a) As regards the meaning of the word “salaries” see paragraph. 

30 . 

(oi) For the deduction from “salaries” of arrears of tax due see- 
paragraph 115. 

78. Deduction at source of tux on “interest on securities’’. 
{See paragraph 39).— -U) The only securities of the Government of 
India (other than iucome-ta.x free securities) from the interest om 
which Aicome-tax is not deducte 1 in advance are Treasury Bills. 

(ii) As the person paying interest on securities has no information' 
regarding the total income of the person to whom the payment 
is made, section IS (3) provides that deductions of income-tax frorw 
“interest on .securities” shall be made at the maximum rate fixed* 
by the Binauce Act. Where the total income of the person receiv- 
ing the interest on securities is le.ss than the income to which the- 
maximum rate applies, he is entitled, under the provisions of 
section 18 (5), to claim a refund. In order to simplify the proce- 
dure in connection with refunds, section 18 (9) makes it obligatorjr 
upon the person deducting income-tax from the interest on securi- 
ties to issue to all security-holders a certificate in the form pres- 
cribed in rule 13 or 13-A specifying the amount of tax deducted^ 
from the interest and the rate at which it has been deducted. Tbe- 
form of certificate attached to rule 13 is suitable for Government 
secuz'ities only, while that attached to lule 13"A piovides oi 
securities issued by local authorities and companies and covers tfie- 
case of securities payable to bearer. It frequently aj^ens, 
however, that security-holders hand over their securities and bonds 
to their bankers for collection. In that event the certificate given by 
the person deducting the income-tax from_ the security would be - 
given to a bank for a whole block of securities. In such a case the. 
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Income-tax Officer should accept a certificate from the bank in the 
-following form, and act upon it as if it were a certificate received 
-direct from the persons deducting income-tax from the security : 

“We hereby certify that intereat on the various securities specified ou the 
-hack hereof ^Yas collected by us on behalf of 
that we received payment or were ci-*ditcd with the proceeds thereof (les-5 
income tax) as stated or. the other side amounting to lls. 

The securities specified are covered* by ccrtilicalei issued to the 13ank under 
section 18 (5) of the Indian Income-tax Act, 1922. 


Signature of Hanker. 

Address, 

Date. 

lo be .ugiied by the claimant. 

I herebv declare that the securities mi which interest as above specified has 
been received are my own property and were in the possession of 
at the time when income-tax was cieuucted. 


Signature. 

Date. 

(N.B.- -The securities to bo produced when required in support of any 
claim.)” 


Reverse op Form. 

Schedule of securities. 


No. and 
' description of 
securities. 

Date of 
payment of 
interest after 
deduction of 
income-tax. 

Period for 
which interest 
has been paid. 

1 

i 

Amount of j 
interest (less . 
income-tax), j 

1 

Bomarks. 


j 

1 

1 

1 

i 

1 



p 
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(lit) A person who has other income liable to tax may, instead of 
claiming a refund, get the amount set-off against the amount due- 
irom him in the assessment made on him under section 23 by 
filling up the form prescribed in rule 19. 


(tv) The certificate under section 18 (9) must be taken by the 
Income-tax Officer of the area in which the claimant or assessee is- 
assessed or resides (see rule 39) as conclusive evidence of the pay- 
ment of the tax, both where a refund is claimed in cash and where- 
a set-off against the tax assessed on other income is claimed. 

(v) While these arrangements will facilitate the making of re- 
funds, it is desirable that refunds should be avoided as far as pos- 
sible, There are, for example, certain institutions, authorities and' 
funds, the income of which is exempt from tax under the provisions- 
of section 4(3). Similarly there are persons whose assessable income- 
is less than Es. 2,000 and who are not, therefore, liable to tax.- 
There are other cases where the Income-tax Officer may be satisfied! 
that the income of a holder of security while liable to tax is not 
likely to fluctuate so widely as to alter the rate appropriate to the- 
total income. The Income-tax Officer must, in all proper cases, on- 
application made by the assessee may issue a certificate authorising 
the person paying the interest on securities to make no deduction of 
tax or to deduct tax at a lower rate than the maximum. The certi- 
ficates will be granted to ■i;esidents outside British India by the- 
Income-tax Officer, Non-residents Eefund Circle, Bombay, and to 
others by the Income-tax Officers concerned. Such a certificate- 
might be in the following form : — 

° IncomB tax Office. 


Dated 1*^3 


To 


I hereby auLborise (1) 


i 4. r-nfn pies in the rupee- 

to deduct p , 

\chen paying the mteiest ^ The authorisation will rotnaia in force until' 

( 3 ) 

cancelled by me. 



Description of securities. 

n) Name and address of person paying the interest. 

tax anotioned. (3) Name of person receiving interest. 

“ Income-tax 


( 2 ) of Incoino- 

Olfioc- 
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(di) Such certificates when issued should remain in force until 
they are cancelled and should not be requh’cd to be renewed 
annually. 

(vii) The person, who should apply for exemption certificates in 
respect of interest on securities belonging to estates vested in tho 
Administrator General or the Official Trustee, will be tho same 
as the person who is entitled to claim a refund in respect of such 
securities as explained in paragraph 110 below. 

(uiii) When the owner of a security to w’hom a certificate is 
granted according to these instructions has endorsed the security to 
Ms bank for collection of interest, the officer responsible for paying 
the interest regards the bank as the real holder of tho security 
and takes no cognisance of any arrangement chat may have been 
entered into between the real owner of the security and tlie bank, 
with the result that the certificate standing in the name of tho real 
owner of the seematy granted by the Income-tax Officer becomes 
inoperative. Again sometimes the collecting banks piu’chase secu- 
rities on behalf of their constituents and hold these in their own 
names and do not endorse them in favour of their constituents 
who are the actual owners. In such cases the owners obtain 
exemption cei'tificates from the Income-tax autliorities on pro- 
duction of the bank’s Safe Custody Ecceipts issued in their favour 
and other proofs if necessai*y. To avoid the possibility of paying 
officers refusing to act on the exemption certificate in all such 
cases, Treasmy Officer's have been instructed to act on such cer- 
tificates, when presented in respect of .securitic.s referred to above, 
if together with the exemption certificate a declaration by tho 
bank is presented to the effect that the security continues to be 
the property of the person named as the owner in the exemption 
certificate. 

(ix) Applications for refund of income-tax from residents of an 
Indian State who own seciu’ities w’hether of the Govei'nment of 
India, a local authority or a Company or hold shares in a Company 
in British India should, as in the case of residents outside India, 
be made to the Income-tax Officer, Non-Residents Refund Ckcle, 
Bombay. The Income-tax Officer will, however, allow a claimant 
who resides in an Indian State, the option of receiving payment 
of the refund through the Political Officer in that State, that is 
to say, the refund voucher that will be issued by the Income-tax 
Officer will be made payable, if ihe person applying for the refund 
'so desires, at the Political Treasury of the Government of India 
m the p.ailicular Indian State, or if there is no treasury under the 
control of the Political Officer, at the prescribed British Indian 
Treasury. 

79. Securities held hy Indian States or hy Hiding Hrinces and 
Chiefs. — (i) An Indian State is not assessable to any income-tax or 
super-tax except under the Government Trading Taxation Act, 
1926 (III of 3926), that is to say, imless the State carries on a 
trade or business. Interest on securities held by Indian States is 
therefore, not taxable. Interest on Government secuia-ties alone 

p3 ' 





nor as 



H, ■/'?“, f,'‘’ '*,■? of mt«;;ron- GoTiZen^ecu- 

utios, slioulii be supplied nith information enabling them to'dis 
criminate betiveeu those that are the propertv of the S-ie S,d 

mt rn V betore payiD^ rbe incerest wiriiour deducrin^ 

uicouic-tax should hcue evidence that the income-tax authorities 
are satistied that the particular security in question is eligible to 
exemption on one or other of the grounds already mentioned- Is^o 
such evidence is required lyhere Government secitrities are held'in 
the nauiOs of the l\ulers ot Indian States in the special non-trans- 
ferablo forui prescribed by Eule 88 of the Indian Seciu-iries Eules, 
19d0 ; but in ocher cases, a Stare or its Euler claiming the payment 
of interest tree of income-tax should forward a certificate that it 
is, or he is, the owner of the securities in question through the 
l?oli .^^eiit , or Eesideut of the State (a) if the security is in 
the form of a stock certificate, to the Income-tax Omcer 'within 
whose jurisdiction is situated the Public Eebr Olnce which issued 
the stock certificate; (6) if the security is in the form of a pro- 
missory note or a bearer- bond, — 

(cS when the interest is payable at a Public Debt Omce or a 
treasury in British India, to the Income-tax Officer 
within whose jurisdiction such Public Eebt Office or 
treasmry lies; and 

f6) when the interest is payable at a treasury outside British 
India, to tiie Eicome-tax Officer- Non-residents Ee- 
fimd Chcle, Bombay. 

(I'O The Income-tax Officers mentioned will in tmm gmnt ex- 
emption certificates in the form prescribed in paragraph 78. The 
exemption certificates will be issued in duplicate in regard to 
securities in the form of stock certificates or Promissory notes, one 
copy being sent to the State or the Enler concerned and the^other 
for- purposes of registration direct in the case of stock certmcates 
to the Public Debt Office of domicile where the stock certificates 
is registered and in the case of Promissoyy notes to the .^b c 
.Debt Office or the Treasury Officer responsible tor paymg mterest 

thereon. . , • j -n 

(iis) As regards Bearer Bonds, the certhicates wffi be issued m 
triplicate, the' original being sent to the State 
cerned, the duplicate copy to the treasin^; responsible 
of coupon relating thereto and the triplicate copy to t 
Debt Office wtihin whose sphere such treasury is ^raare . 

(IP) The exemption certificate Pf g'^^ror'^the Euler 

Sit sw.. , 
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(v) In the case of stock certificates or promissory notes, an ex- 
emption certificate will remain valid until either 

(a) it is cancelled by the Income-tax Officer, or 

(b) the security is transferred to some other person than the 

State or the Ruler in whose name it stood at the 
time when the certificate was issued, or 

(c) the security is changed from one form into another. 

e.g., from a stock certificate into promissory notes or 
bearer bonds or vice versd, or is renewed. 

(vi) In the case of bearer bonds, a fresh certificate will be re- 
quired to cover each interest payment. 

ivii) The above orders refer to Government securities only, the 
interest on which is exempt in she case of Indian States as well 
as Indian Princes or Chiefs as stated above. As regards other 
secmities, those of local authorities and companies referred 
to in section 8 of the Act, only Indian States are exempt. In 
order to have exemption certificates for such secmities, the State 
concerned will similarly send a certificate stating that it is the 
owner of the securities for which exemption is claimed through its 
Political Agent or Resident to the Income-tax Officer within whose 
jurisdiction the Public Debt Office or the office of the local autho- 
rity or company is situate and on receipt thereof that officer will 
grant an exemption certificate in accordance with the above direc- 
tions sending a duplicate thereof at the same time to the authority 
empowered to pay interest on the securities concerned. Nothing 
in these instructions relates to dividends of companies. 

(viii) The procedm’e laid down' in the preceding paragraph may 
also be adopted in the case of interest not being “Interest on secml- 
ties” which is liable to be taxed at source under section 18 (3B) 
when it is to be paid to an Indian State in respect of money be- 
^ longing to it and when such income is not liable under the Gov- 
erhment Trading- Tn-TTn+anr. /tt-t p 

Judges 221/ to 228 — 

For paragraph 79 (x) substitute the following : 

“ (xl The position in regard to dividends received by a Sta,te from a 
Conipany in British India in which it holds shares is entirely 
different from the position in regard to interest on securities 
held by a State. Tax on interest on securities deducted under 
section 18 (3) is paid by the person who deducts it on behalf 
of the owner of the security ; where the owner is a Stale, it is 
tax wi h which the State was not properly chargeable, as a 
State is not assessable to any income-tax or super-tax except 
under the Government Trading Taxation Act III of 1926. A 
refund is therefore admissible undei; section 48-A of the Act 
subject to the time limit prescribed by Section 50. On the other 
hand, the profits of a company are taxed as such and the tax 
is not paid by the Company on behalf of the shareholders. Any 
claim by a State to a refund in respect of dividends can only arise 
uot because the income was income in respect of wbicb tbe State 
was not ah initio chargeable with tax but in virtue of section 
48 of the Act.” 


(Correction List No. 2.) 
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'V-’ cannot; be taxed because it is not 
un iiHhudiiai. Hindu Undivided i*’amily. Company, Fii-m or other 
a^ou.itmu ol imhvidual.s _i.s immaterial. The tax is not paid by 
tlie Loiiqi.uiy on behalf ut its sbaroholders. Any claim to refund 
('.in only ariMj nut becau.^^e the income was not ab initio liable to 
t.'.x Imt la \iriue ot section -18 of ihe Act. No such claim on the pare 
could be admitted bccau.se a State cannot be either a 
biiti.m .‘jubjcct or the 'subject of a State in India’, see sub-section 
(d) of .-(eclion -1.8. h’or similar reason the Ruler of a State could 
only bo luuitlod to make a claim under section 48 of the Act if he 
were actu.illy resident in British India. 


80. Daliu'lion of tax from interest other than interest on 
secHritics.—Boiovo the pa.^sin» of the Indian Income-tax ("Second 
Amendment) Act, lO.'j.'J there was no provision in the Act for de- 
duction of tax at source Irom any interest other than interest on 
.securities. Section IS of the Act as amended now provides for, 
such deduction which is, however, restricted to payments made to 
non-residents alone. Where the Income-tax OfQcer has reason to 
believe that the total incomo of a non-resident, to whom such 
intere.'^t is paid, will in any year exceed the maximum which is 
not chargeable with super-tax, he may direct the person paying 
such interest to deduct income-tax and super-tax at the rale deter- 
mined by him to be applicable to such non-resident’s total income. 
Bveit if no such direction is made by the Income-tax Officer, the 
person paying interest to any person not known to be a resident 
is still under an obligation to deduct income-tax and super-tax if 
the amount of interest paid exceeds in the aggregate the maximum 
w'hich is not ciiargeable with super-tax. In that case he must de- 
duct income-tax on the entire amount at the rate applicable to it 
and super-tax on the amount by which such total exceeds maxi- 
mum amount not chargeable with super-tax at the rate applicable 
to such excess. Failure to deduct such tax renders him liable to 
bo treated as an assessee in default and to be prosecuted under 
section 51 (a). A penalty may also be imposed on liim under sec- 
tion 46 (1) if the failure is wilful. 


81. Deductions ab source of tax on dividends declared by Joint 
Stock Companies. — (f) It often happens tliat the holders of shares in 
Joint Stock Companies like the holders of seemdties authorise their 
bankers to collect dividends on their behalf. When they do so, it 
is the practice of the persons distributing the dividends to issue 
certificates under section '20 in the name of a bank for the whole 
block of shares held by the bank on behalf of its constituents so 
that it is not possible for an individual assessee for whom dividends 
are collected by his bankers to produce the certificate required by 
rule 14. The Income-tax Officer should ordinarily accept a certi- 
ficate from a responsible officer of a bank in the following form and 
act upon it as if it were a certificate received dnect from the per- 
son responsible for distributing dividends : 

(if) We hereby certify that dividends on the various share speci- 
fied babw were collected by us on behalf of and that we 
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received payment or wore, eivdiit'd witli 

amounting to 

The dividends sjKcitied aie covered by 
•the Bank under .~ecliou '20 oi the lneume*i 


the proceed. i 


Cert idea tea is 
.IK Ael . iO'2'2. 


thercoi 


njed to 


Impcp.ial Bank of India, Dr.i’oaiTomi’ 


DitrAiiTMr.Nr, 


Calcnltd, 


m . 

Supcriiitcndcnt. 


Doccription j 

cf I notdiii,j, 

Sih^rca. 


Oatt! ot 


Auii-tmv 


IWriod. 


dccbrasionl ‘"-'T'*.! of 


D.eo 

‘dtHo ; ;’f i ^^vi- 

tliVuJcKtiii. ’ * ' i dendj. 



To be signed by claimant. 

I hereby declare that the shares on which dividends as above 
-specified have been received are my own property, and were in the 
■possession of the Imperial Bank of India, Calcutta, at the time 
when these dividends were realized. 


Signature. 


Date 


N. B. — The safe custody receipts and the Bank’s pass book to bo produced 
dn Support of any alAim. 



T.’fr.-a';,.; ,'r, fV r* ^‘'‘titled to claim a 

ra- • t ; r ^ the maximum rate- 

-a • • n .,ri ,kT than the rate apphcablo to his '‘total- 

r ” ' J refund, he must produce the 

' . !a s.a rr»p.nrcf. hy jcctiun ‘20 and prescribed in rule 14. 
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fo'iu'-c.ix Ojiifer (las nu reason to believe that a refund has already 
b'-H-n ;,'r.!nteii in ivspeec of the same dividends. Duplicates should’ 
not he* ;!cfcp{i-(l iinif-.s a c-onvineiz);^ reason is piven for not pro- 
'Uu’ina uriainals. Duplicates may be accepted, for example, if it 
is alU-n'cd that the originals liave been lost and the Income-tax 
Onifer lias nu reason to doubt the statement; on the other hand, 
liupliiMtes should r.oi be accepted if the originals can be produced' 
thuugii alter some delay. As in the case of the certificate regarding 
tax deducted from interest on securities mentioned in _ paragraph- 
78, where a shareholder, in a company is assessed to income-tax 
on aecouiic of income in his own hands, he may, instead of claim- 
ing a refund, aslc fiiac any rebate to which he is entitled should 
be” set-oil against the tax which he is personally liable to pay, and 
the foi-m of returzi of income for individuals prescribed in rule 19' 
permits of this set-off. 

(///) The t'onn of the certificate prescribed in rule 14 differs from 
the form of the certificate prescribed in rule 13 for income-tax 
deducted from intere.'^t on securities in that it simply contains a 
statement that income-tax has been or will be duly paid by tfie- 
company and that the dividend was declared on a certam date. It 
contains no statement as to the rate at which tax has been or mil 
be levied or as to the amount of tax paid or to be paid. ine- 
reason for this is that in many cases it is impossible to state 



231 


IP. 82 


what rate tax has boon or will ho levied on the pariionl.u* pro!it.s 
out of which di\idend.s are paid. The dividends of a company 
may bo distributed from profits made during the cour.-'O. of a finan- 
cial or commercial year before the rate of tax is laiown, or imiy bo 
distributed from reserve.s maintained for the c<[Ualisition oi di\i- 
dends and composed of jirofiis earned in previous year.s. It 
should, therefore, be assumed by Income-tax Otfieers in conncctiorr 
with these particular certidcates that tax has been levied in res- 
pect of the dividends at the rate current on tiie date on which tho 
dividends were dccUircd since this is the rate to be taken into ac- 
count in dealinj' with a claim for a refund under .section (f). 


(id) The form of certificate also provides for cases .such as that of 
the tea companies which do not pay income-tax on their entire 
profits and gains di.strihuled a.s dividends, 

(o) The amount of income-tax .-o n.s.snmed to he [layable by tiio 
company in respect of the dividend declared lia.s, under the pro- 
visions of section IG (2), to he added to the net dividend received 
in calculating tlie total income of the individual shaivliolder, 

(t'l) The following instructions may with advantage he followed 
by persons granting certificates prescribed by section ’20 of tho 
Act : — 


(1) The statutory form of certificate of deduction of income- 

tax prescribed by rule 14 of the Indian Income-tax 
Rules should invariably be used, 

(2) Either (a) the certificate should be printed on the same- 

sheet of paper as the actual warrant with a line of 
perforation to permit of its being detached, or 
the dividend warrants should be machine-mimbered, 
while every certificate relating to a particular divi- 
dend should bo given the same number as the corre- 
sponding warrant. There arc cases in which Banks 
collect dividends on behalf of their constituents and 
companies send the banks consolidated dividend war- 
rants in payment of all the dividends due in re.spect 
of the block of shares for which the bank is acting, 
and at the same time send separate certiiicaces for 
the shareholders by whom the shares are owned. In 
such a case if certificates are issued to a Bank fer 
say twenty constituents, relating to dividend warrant 
No. 1, the certificates should be numbered bv hand 
1/1, 1/2, 1/3 to 1/20. 

(3) The practice adopted by certain companies of either 
attaching red slips to the certificates drawing the 
attention _ of recipients to the need for their careful 
preservation for a year or two or of printing this 
caution in red ink on the face of the certificate 
1 may be generally followed. 
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(Hi) 'Pho return nrt'.-crilH’il nmler ihi.; ^^.e^ien i ’■ the it-tuin in .tU 
•oiiiplovos who ihiring the p-erluil of 1« luontli > <-iuiJne e m . .lu .i 
last were in receipt of Hilary of not le--<t tlein^tlie ore cnhi .1 ainouiu. 
of H.S. 1.000, anti the return mn-i !>e furnianu to the lueiune-.ax 
Ollker in the proper form before the k-t of M.u', Hte oi»hpaUon 
to make this return is a sl.utile.ry one and no lu-ehnnnarv noUeo 
or reeptest from the Income-tax Oftieer i.s rcijmrrd. h'^duie to 
furnish this return is puni.-hable under .-cclion ol te) ot tiie Am. 


84. Return of ineonie bij eonniitnicw fScclion VJ f /;,]> - j'hu 
return of the total income of a comiiany inmu in- furni.dsed to the 
Income-tax Odicer before tlie lotli day of June in cac’n year in the 
form prescribed in rule IS, whicli also contains the form of the 
xerilication of such return. 'I’he oblij^ation to make i!ii'> return 
is a statutory obligation upon tlie ‘‘principal ofiicer” (see para- 
graph 7) of the company, and it is not neee.eiary that the Income- 
iax OQicer should send any preliminary notice or request to the 
company or the principal otneer concerned. Failure to furni.sh 
this return is punishable under section ol ie) of the .\ct. 


85. Return of income by person-s other than comptinice. [Sec- 
tion 22 (2).] — (t) The form of return of total income of individuals, 
firms or Hindu undivided f.-unilies is pre.scribed in rule 10 which 
also prescribes the form of the verilicalion of such return. Tn this 
•case no statutory obligation rests upon the individual, iirm or 
Hindu undivided family to make such a return until a notice has 
■first been served by the Income-tax Ofiicer rctpiiring such a re- 
turn. The notice must allow a period of 30 days for the furni.sh- 
ing of the return. The only exception to tin’s rule relate.s to the 
assessment of persons who are likely to ietive India before the 
close of the financial year and are not likely to return. In such 
cases it will be sufficient if a period of not less tiian seven day.s is 
allowed to make the return. If. however, on receipt of such 
notice, the return is not furnished within due time, such failure 
to make a return is punishable under section 51 (c) of the Act. 

(ff) An Income-tax return is nob a “public document” and there- 
fore no one has any right to inspect or to receive a copy of it. 
The following persons should, however, in practice bo allowed to 
■do .so : — 


(а) in any case the person who actually made the return ; 

(б) any partner (known to be such) in a firm registered or 

unregistered to whose income the return relates ; 
and 

(c) tho_ manager of a Hindu undivided family to whose 
income the return relates, or any other adult member 
of such family who has been treated as represent- 
ing it, that is, on whom a notice or requisition has 
been served under section 63 of the Act. 

_ iUi) A return under section 22 on which the word “loss” has been 
written, without any figures, or in which 'nil’ has been entered 
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Ccedm 


Ur I srnriT irader section i^S leT’-'b''- ''n *n^ 

tmgs 'oncer rne Ac: -D^ovT'ded ’-b-r-C ^ cm any rro- 

.non of a oenaTn- A. ^^-crs jusniyin^ rne im> 


vuAiLCvtillLenr nr - -r^ > 

procccoiiis’s in “cro^ xr^-h ' * ~^o_c m ine course oi 
A ^~e original assessnienr r’n. 

conov-iiea UY- Ananaoca H;~'i Co”jt - ' ~ 

Xravaram Duror TTfA. p ^ cne case of 

Commissioner o: Ineome-ran, 


— — ^ CiAviJA :rcv: 

ScGiion ^>2 OI the Inconie-ra^: Acr. 

Clause (A> oi secnon iS, however, provides rhat where a 
Penal ussessmenr imaer rhar secrion imposed bv the -evenue 
auuhomaes, no crmiinai prosecuuon for an ohence sh^ be ins*im*ed 
on rhe same lacrs. _ Ir is obviously nor cesirabie rha: rhere shoidd 
oe room lor a ^possible conmer berween rhe revenue and judicial 
aumorines, ana it is also unreasonable that a double punishment 
shoiila be provided for. 

(cy) A crlmin,'.i procrecurion cannot, unaer secrion 53 (2) of rhe 
Acw, oe inatimreu encepr ait me instance oi an Assistant Commis- 
sioner. most cases action under section dS will be eiiective 
alrhougn in more serious cases a prosecution miuht be launched. 

ProdiictioK of acco::n:s, [Secison (a). ]_(;•) Under sub- 
section of section 'I'l the Income-ran Omcer is empowered 
IQ call upon any person liable to make a return to produce such 
accormts or documents as he may require. It dees not, however, 
empower him to ask the assessees to prepare accounts like a prorl: 

rhich they do no: already possess and do no: 
rn purccses: all that it empowers the Income- 


require for tneir ow 

iLti. 

or 
m 

’stated in paragraph do, it is 


com ci 




ilwavs desmable in the inter; 
and of the Governruen 


mice 


Omcers should obtain a return of income before they 
assessment. If. however, such returns are no: ferthco 
sho'Ad, so far as possible, obtaan the accounts ci tac ase.-ss^e 
Airain. if a return is made rhe Inco -- 


in 


■me-tav Omcer has rov,; 




.eu tor anv 
; shonia bo taken to secure 
reliable Accountants whe'--' 
me tVdIes: extent by 


emnm 
* A 7 f V 


.u be utAsed to ■ — ^ — ^ 

liiter from iheir experience sheuid scon unow ’ 


h.; s.r.aU' 
At i‘v . ' - . 
"C-U.X Cu';'..- 
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Aiuliioi's cun bo relied upon lo give accurate ligiires. Where a 
statement ol ])roliL and loss filed by an assessee lias been certified 
as correct and complete by such an Aecountanl, the Income-tax 
Officers should, unlet'S they see rea.sun lo the contrary, accept the 
siatemeiii as correct and complete v.itii regard to the 
facts lueniioned in it, although he will I'reipieiuly have to call for 
details showing how various figures are made up. But in such 
cases the Accouiuant himself when authorised by the assessco to 
appear on his behalt should be a.sked to supply the details. In- 
come-tax Commi.-^sioner should lake steps lo secure that tho 
services of .such Accountants are fully availed of. 

Hi) The proviso to sub-section tf) of .section 2*2 prevents any In- 
come-tax Officer from chilling upon an asscssee to produce books 
of account going back for a period of more than tliree years prior 
to the “accounting period”. This limitation applies merely to 
books of account; it does not apply to documents. No limitation 
is placed by the Act upon the power of the Income-tax Ofheer to 
call for documents of any date. 

(ifi) Neglect to furnish accounts or documents asked for by the 
Income-tax Oflicer under section 2*2 (i) is puuish!d.)lo under sec- 
tion 51 (d) and, further, under the provisions of section 23 (-i) read 
with section 30 (I), any person who fails to comply with the re- 
quisition of the Income-tax OlBcer for the production of accounts 
or documents may not appeal under section 30 against the assess- 
ment made whether he has made a return or not. If the assessed 
is a registered firm the Income-tax Oflicer may cancel its regis- 
tration. He is in exactly the same position as a person who did 
not make a return in the first instance, his only remedy being 
that described in paragraph 86 (i.c., under section 27). 

89. Evidence in assessment proceedings other than returns and 
accounts of assessce. — (i) In addition to his general power to call for 
accounts, the Income-tax Officer where he believes that a return 
made under section 22 (2) is incorrect or incomplete, has power 
to call upon an assesses to attend or to produce or cause to be pro- 
duced evidence of the correctness of his return. If an assesses 
fails when requhed by an order under section 23 (2) to attend or 
to produce evidence in support of his return, he is not liable to 
any penalty under section 51, but failure to comply with such 
orders has the result of placing the assesses in exactly the same 
position as a person wjio failed originally to make a return [see 
section 23(4)], that is, he may not appeal against the order of 
assessment or take any action other than action under section 27 
as described in paragraph 86. If the assessee is a registered ffi'm, 
the Income-tax Officer may cancel its registration. 

Hi) Under section 23 (3), the Income-tax Officer is empowered to 
utihse any evidence bearing on the assessment which he may ob- 
tain of his own motion, while under sections 37 and 38, he can 
.enforce the attendance of any person for this purpose and compel 
the production of the information that he requires. 
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' ® .... 

W Ihe information must be relevant in 

(6) ThT*' ‘° ”' *™“ “ P««e„lai^teTo“‘ 

Section 37 gives power to call for railway bookl 

(w) Except as provided in section 19-A and Eules 42 and 4q a 
company should not be requir-ed to furnish tL ^comLT^^^^ 
with a return of the peisons (with their addresses) for the time beino’ 

nFihl^f-^-r register of the company and the amounts 

of the dividends paid or payable to such persons during any pai’ti- 
cular period. Such a duty would be bui’densorue to the company 
wth no coirespondmg advantage to the administration. It is for 
this reason that in section 39 of the Act provision is made that 
the share register, the register of debenture holders and of mort- 
gagees of any company are open to the inspection of the income- 
tax authorities, who may also take copies or cause copies to be 
taken of any entries in such registers. Since the power to in- 
spect, and take copies of such re^ster is specifically conferred by 
section 39, no income-tax authorities utilising these special powers 
can be called upon to pay any fee for inspection or copies under 
the Companies Act. 


(p) Under section 20-A and Eules 42-A and 43-A any person res- 
ponsible for paying any interest not being “interest on securities” 
is required to furnish on or before the 15th June every year to 
the Income-tax Ofiicer in whose jui’isdiction he resides, a retui'n 
showing the names and addresses of all persons to whom dmmg 
the previous year he has paid interest or aggregating interest ex- 
ceeding Es, 1,000 together with the amount paid to each such 
person. 


(pi) The Bill as originally framed contained a provision empower- 
ing an Income-tax Officer to require information to be given re- 
garding specific payments shown in the accounts of an assesses 
where there is reason to believe that such payments will become 
liable to tax in the hands of the recipients. This particular pro- 
vision was omitted by the Select Committee on the Bill as being 
■entirely unnecessary because Income-tax Officers have ample 
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powers to disallow any payment shown in the accounts of an 
assessee where proof of the payment is not forthcoming, 

(vii) Section 37 also provides for the issue of commissions. The- 
scale of diet money and travelling expenses for witnesses sum- 
moned under this section sliould be that prescribed for attendance 
in civil courts in the Provinct' concerned, 

90. Personal attendance of asseasce . — (/) While section 23 (2) 
empowers the Income-tax Ollicer to require a person making a return 
to attend at his ofiicc, under the provisions of section 01 any 
person required or entitled to attend before any income-tax autho- 
rity may either attend in person or bo represented by a person duly 
authorised by him in writing. The penalty to which an assessee 
who failed to attend when required to do so by an Income-tax 
OlScer was liable under the Act of 1918, has been omitted from 
section 51 of the present Act. While there is no obligation on an 
assessee to attend in person at any stage of the assessment pro- 
ceedings or before any income-tax authority in connection with 
any proceedings under the Act, and while he may be represented 
at any such proceedings by any person he pleases to authorise in 
writing failure to attend or to be so represented has the result 
that the assessee loses any right of appeal against the assessment. 

iii) It should, however, be particularly noted that the provisions 
of section G1 merely refer to attendance. Itciurns and verifications 
required under the Act must be signed either by the assessee him- 
self or by some representative duly authorised for the purpose in 
proper legal form so that his acts will bind his principal. 

{Hi) It is desirable that tax-payers should be allowed to use what- 
ever agency they please for the purpose of representing their case ; 
and whatever person they authorise to represent them whether he 
be an employ^, an accountant or any other person, has presum- 
ably been selected by them as the person having the best know- 
ledge of their accounts and financial position, and such person_ is 
entitled to appear before any income-tax authority and to give 
explanations and produce evidence regarding any points of doubt 
that may arise. 

91. Assessment of Bogus Companies and Firms. {Section 
23- A). — (i) The object underlying the introduction of this section is 
to prevent the avoidance of income-tax and super-tax by com- 
panies, firms or other association of individuals by the adoption of 
certain devices. Where the Income-tax Officer is satisfied that a 
company, firm or other association of individuals is adopting any 
of the devices mentioned in sub-sections (I) and {2) of section 23-A 
he should obtain the approval of the Assistant Commissioner to 
assess the individual members on their share of the profits and 
gains and if it is accorded proceed to assess accordingly. The As- 
sistant Commissioner should give the firm, company or association 
of individuals as the case may be, a hearing before he directs the 
Income-tax Officer to refrain from determining the sum payable 
as income-tax by it and make the assessment on the members. 
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return dioul<l be i'e(juireii to be made is seven d;iys. The Income- 
ta.N niiicer m >) m the exi-rcise of his di.scretion allow any period 
e\'eedmu' tin- limit aeeordimf to t)ie circnmstaiices of each case. 
Hueh a n.iiiee i. ;i notiee under section 22 (2^ :ind all the provisions 
rel.uui',' to a'-e-snK-m apply ihoretifter. Tiie asse.ssment shall be 
made for <mc!) completed previous year included in the period of 
a-''e,-siii,-nt at the rati' at which such total income would have 
been charu'ed liad it been fully assessed. As regards the period 
from the expiry of the last of such previous years to the probable 
date of departure the fneoine-tax Oiricer .should estimate the total 
ineonu' and assi..;s u at the rate in force for the year during which 
the assessment is made. 


I'i) It should he particularly noted that this section should nor be 
used to assess an iiieomo which has escaped assessment or has 
been assessed at too low u rate in respect of which the Income-tax 
Otiicer cannot issue a notice under section 3-i. 

93. Asscssnioit of dt’ccascd persons. (Section 24-B.) (0 This 
section provides tint an executor, administrator or other legal 
repre.sentative of a deceased person shall be treated as an assessee 
for tiie purposes of an assessment on the income of a 
sou. There was no provision in the Act for the ^ssessnienfc of the 
incomes of deceased persons before the passing of the ^7 

come-tux (Second Amendment) Act, 1933, with the 
such incomes escaped tax. The Act as now amen^ c _ 

that loophole. The liability of an executor, administrator or other 
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legal repi-esentative in respect ot tax due by the deceased is, how- 
ever, contined to tlie payment of tax lo the extent to which the 
estate of the deceased is capable of meeting ihe charge. The 
charge of income-tax on the income of a deceased person does not 
rank in any way prior to other charges to which the estate may 
he liable. 


Hi) Tite procedure to be followed in tnakittg .such assessments is 
a.s follows. Where no notice has been served on a deceased per-son 
under section '2'2 (2) or :31 as the case may be, a notice may bo 
served on the executor, administrator or other legal representative 
and an a.ssessment made as if such person were the asse.ssee. 
Where notice has been .served on a deceased pcr.son, but no re- 
turn has been made or where the return made is in the Income-tax 
Ofticer’s opinion incorrect or incomplete, tite ,lncomi‘-tax Oflicer 
may assess the income and determine the tax payable. Tor the 
purposes of making such asse.ssmcnts, the Income-tax Oflicer may 
require the executor, administrator or legal representative of the 
deceased to produce documents or other evidence under sections 
‘2‘2 and 23. All the provisions of the Act relating lo the assess- 
ment and collection of a tax apply to these cases. See also para- 
graph 118. 

(Hi) Wliero an assessment is made in pursuance of .sub-.secrions 
(2) and (•)) of section 21-,B, the a.'^.sessmcnt should be regarded as one 
made under seciion/23, since the legal representative of the de- 
ceased is for the purposes of the Act the asse.ssee. .-Vll the conse- 
quences of an assessment under section “23 will therefore follow : 

a notice of demand can be issued to the legal representative 
under section 29, and an appeal can be hied by him under section 
•'30 or other relief sought by him in the circumstances and lo the 
extent that similar relief could have been sought by the assessee 
.had he been alive. 

94. Set-ofj of loss under one head of income a(jainst income 
under another head. — (i) Under the Act of 1918 it was the aggregate 
amount chargeable under each of the separate heads mentioned in 
sections 7 to 12 of the Act that determined the total and taxable 
income of an assessee, so that when a person carried on a trade or 
profession and also had an income from house property, if be had 
■actually incurred a loss from the trade or profession, the figure 
adopted under that head in arriving at the aggregate amount of 
the income chargeable to tax' was nil and not a minus sum. Under 
the provisions of section 24 of the Act a loss under one head of 
income may now be charged against profits under another in the 

hppn nflmitted to the benefits of 
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fii'i lu. ..uue ruru/ii.-,tance.-i and to exactly the same extent 

d. riliu!i decided to accept 

, I '■ ■ ’ '. I'i a^ Icllo'vs. A Brin ownin" pronei'Cv 

' bav,,,.. a buemoes and being in receipt ot'i2?S 

tarji Jio^ «*i-m'isions .of^sub-section ( 1 ), be 

^n tho 3r(l and Ifcf i' 

i.'r li'A. ‘i.ijiJO, has income from interebt List 2^b. 2.) 

ivs, I, ( 11 ) 1 ) and carries on a business from which ic incurs m one- 
Vcar ;! loss of l\s. 10,000. The firm is entitled under the provi- 
Mo/is of Hub-.section (i) section 24 to set-off the loss from business- 
:i^Min-t the annual value of the property and the interest on secu- 
rities, and its total income would be minus IRs. 7,000. A who is 
a p.irtner in tlie linn having a share of one-half in the profits 
thereof, lias other personal income of Es. 6,000 from interest on 
.securities. He is entitled under the provisions of sub-section (2) 
to .^'ct-off his share of _ the net Joss from the firm {viz., Es. 3,500) 
ag.iinst this personal income and would be assessed on a total in- 
come of Es. 2,500. 


Cl!) Where an individual is a partner in two separate firms of 
which one is registered and the other um’egistered and has no- 
separate personal income, he should be allowed, in dealing with 
any a])plication for refund under section 48, to set-off his share of 
any net loss incurred by the um’egistered firm against his share of 
the profits of the registered firm. For example, ‘A’ having a half 
sirare in an unregistered firm, which incurred a net loss of 
Es. 2,000 in one year, had in the same year no personal income- 
liable to asse.ssment to income-tax in his own hands, but had a 
similar share in another registered firm which had made a net 
profit of Es. 10,000. Such cases will be rare and should be dealt 
with on the basis of real income, i.e., in the case above quoted ‘A’ 
should get a refund so adjusted that he shalj suffer finally tax of 
5 pies in the rupee on his real income of Es. 5,000 minus Es. 1,000' 
i.e., Es. 4,000. The same principle would apply if both &ms 
were registered. Where the situation is reversed that is where 
the remstered firm makes a loss and the unregistered &m a profit 
obviously no relief can be given. Nor can an unregistoed firm 
claim to set-off losses of the individual partners agamst the ^come 
of the firm. But a partner in a registered firm should be allowed 
to set-off loss incurred in his individual capacity against his m- 
come as partner in dealing with any application under section 

48. 

(iv) Similarlv if ‘A.’ has a loss of Es. 1,000 in business, an mcome 
of Es- 1,000 from interest on securities and an mcome ot 
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Es. 3,000 from dividends, he should be allowed to set-off his loss 
of Es. 1,000 against his income of Es. 4,000 and should be taxed 
on the balance of Es. 3,000. 

{v) In the same way, if A borrows money to buy securities or 
shares and the interest on the loan exceeds the interest or divi- 
dend that he receives, he is entitled to set-off the excess of the 
interest paid over the interest or dividend received against any 
other taxable income. (See paragraph 39.) 

(yi) The correct procedure in such cases is to ascertain the total 
income after allowing the set-off, calculate the tax on that at the 
appropriate rate (apply section 17 if the cu’cumstances justify such 
a course), credit the tax “suffered” on the dividends on the one 
hand and debit any refunds granted under section 48 on the other 
•and collect or refund the balance as the case may be. 

ivii) From the point of view of equity it is obviously reasonable 
to allow a set-off in these cases ; from the legal point of view it is 
incorrect to argue that section 24 (1) is inapplicable to such cases 
on the ground that income from dividends or income derived from 
a firm is npt (from the point of view of the shareholder or partner) 
income falling under any of the heads mentioned in section 6 — 
Section 24 (2). Obviously such income must fall under one of 
these heads, otherwise (a) it could not be included in the total 
income of the shareholder or partner ; but it is so included — section 
16; and (b) the shareholder or partner could in no circumstances 
be assessed individually on such income, but under section 14 (2) 
he is assessable on such income if it so happens that the 
company or firm has not been assessed. Consequently such incorne 
from dividends or from a firm must fall under one of the heads in 
section 6- Income from dividends should evidently be regarded 
in the hands of the shareholder as income from “Other som’ces,” 
while income from a firm should be regarded in the hands of the 
partner as income from “Business”. On the other hand the part- 
ner or shareholder is not an “assessee” in respect of such income 
unless the firm or company has not been assessed. 

95. Neio business . — As stated in paragraph 14, assessments 
under the Act are made on the profits of the “previous year”. 
A¥hen a new business is started, therefore, no assessment will, as a 
rule, be made in the first year, and the assessment in the second 
year will be made on the profits of the preceding year. The only 
exception is that referred to in the next paragraph. 

96. Business closing down. — (i) The only exception to the gene- 
ral rule that assessments are made on the profits of the previous year 
is contained in section 25 (I) where, in order to guard against a 
possible loss of revenue owing to delay in making assessments on 
the profits of businesses, professions or vocations that close down 
during the course of a financial or commercial year, it is provided 
that in such cases in addition to the assessment on the income of 
the preceding year a further assessment may be made in the year 
in which a business, profession or vocation is closed down, on the 
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i<rv)vi.don.s apply only ro businesses. 


ppl. -.u.n, v.y..n..n,. lhal is .ay, lo proiits oi- gakis' tiyiife 

uiul, I >, r.u.ns III ;uul II. an,l uirtlu-r. that they only apply to any 
{>UMt!n-ss, pinu->\on or vot-acion on which incouie-rax was not a'r 
an.\ in, 10 ''ii-i^ca unacr the provisions of the Iikliau Income-rax 
M-i. 1 ,u'_\ tio not -ipply to -any business, profession or voea- 

uon^ni! WtUoh iiu'onio-ta.x ir.ui been charged under the provisions 
ot .!au .\ft. as tho.'C arc >ubjcct to the special provisions of sec- 
tion d.) oiM whicli are described below. 

i..'.’' 1 ho powt'r to make tins additional assessment under secdon 

■ ’’ i oixor- .'■ot.iirv oout'r uhioh may bo C-veivisoLl whether the 

Int-sinc.-s--. etc., IS a purely temporary business commencing and 
clo'ina dv'wn m tlic same year, or whether it is a. business that 
ii.is bion m ('.Mstetice and has been previously taxed under the 
pre.-'cn; .\ci. It should only be used in cases where there is 
vca.'-on to anticipate diat the tax may not be collected unless die 
us'C.-'Smont is made iti the year in which the business, etc., closes 
<iown. Whore tlioro is reason to believe that there will be no ditn- 
cnliy in making the assc.ssmcnt and collecriug the rax in the usual 
ill. inner, that is. in the year after the business closes down and on 
tile proiits of the year in which it did close down, thei'e is no need 
to u.sc the special pv>wers coufenvd by this sub-section. 

The pivUit- to ht' raxed uiuler the [U'ovision of section d-? {!' 
arc the proiits aecruing between the end of the last ‘'previous 
vear*' of whicli the proiits have been taxed and die date of the 
disconiinnance of the busiiie.^s. Further, the rate to be applied in 
i.ixuia th‘C discominued business under sub-section is the rate 
in force in the year in which the assessment is made. 

( ”1 W'hcrc a busuies.'N, priUe^sain or vocation iiad tax cliaiged on 
it under the provisions .^f the Incouie-tax Act of 1918. the ^u'ovisious 
of snb-secrion (V to section do cannot be brougiir into use for the 
assessment of any such business. On the contrary for reasons 
civen m par.igr.iph 1-i. it is. under the provisions of sub-seedou 
Td'' Of section'do. not liable to tax in respect of pronts or gains 
for the period between the end of rlie last '’previous year 
and the date of discontinuance, bur is entitled ro substitute the 
nrotirs of that period for the profits of the last “previous 
For example, in the case of a business whose ‘‘previous year ’ ends 
on 81st yhiivh. if it closed down on Alarch olsc. lOdS. its assess- 
ment for 19dd-d:3 will be on the profits ^ for the year endmg olst 
Afatvh I9‘dd. or at its option, on the profits of its year endmg olsc 
Alnvli l9dd. If such a concern closed down on SOch 
it would still be assessed in the year in which it closed do^. buc 
the assessment would be on the year’s pronts to olsr ATmch 1---/ 
or at its option on the profits of the month oi April lyid. n. 
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however, the concern’s “business year” ends on 30th April and it 
closes down on 30th September 102-2, its assessment in the year 
1923-24 would be on the proiits of its year to 30th April 19*22 or at 
its option oil its proiits from 1st May 1922 to 30th September 
1922. Tliis special provision applies only to a business, profession 
or vocation on which tax was charged under the Act of 1918, and 
when a claim for this concession is made, it must be supported by 
proof that tax had been charged under the Act of 1918 in respect 
of that very business, profession or vocation, 

{oi) An assessoe should be allowed the benefit of section 25 (3) if 
(1) he has (for examplehboth a business and a profession and dis- 
continues only one of them or (2) has more businesses than one 
and discontinues one or more, but not all of them, provided that 
they are genuine distinct busmesses for which separate accounts 
are maintained ; and not mere branches of a single business. The 
section should, of course, only be applied to the income of any 
profession or business that is actually discontinued. 

iuii) A claim to be assessed under this sub-section may be ad- 
mitted if it is made not later than the end of the year following that 
ill which the business, profession or vocation is discontinued, 

X,n. — ?7(e proL'iiioiif of scciton 2.'j apply to the romphte stoppage or dis- 
coatiitaaiivc of a business, pi'ofe.’siioii or voc-ition and do not apply to any 
ciiange in the proprietoiship. Wliere there is any change in the proprietor- 
ship merely, the provisions of section 26 apply (see paragraph 98). 

(.oiii) Where a business, profession or vocation is completely dis- 
continued and is not merely transferred from one proprietor or set of 
proprietors to another, the person who carried on the discontinued 
business is responsible for the payment of the tax, and where the 
proprietorship was vested in a firm, section 44 specifically provides 
that the persons who were members of the firm on the date of such 
discontinuance, are jointly and severally liable to any tax dne 
from the firm. 

97. Change in the constitution of a firm. [Section 36 (1).] — 
As amended b}’' the Indian Income-tax (Amendment) Act, 1928 (III 
of 19*28), section 26 now consists of two parts, the first part dealing 
with changes in the constitution of a firm and the second part -with 
changes in the ownership of a business, profession or vocation. 
Under section *26 ( Z) the assessment on the firm and on the members 
thereof shall, subject to the provisions of this Act, be made as if the 
firm had been constituted throughout the previous year as it is con- 
stituted at the time of making the assessment and as if each member 
had received the share of the profits of the year proportionate to 
his interest in the firm at the time of making the assessment, 
For example, if ‘A’ happens to be a member of a firm when an 
assessment is made in the year 1922-23, even if ‘A’ has newly 
succeeded to the partnership just before the assessment is made, 
he is deemed, for the purposes of both income-tax and super-tax, 
to have received out of the profits of the year 1921-22 (which are 
the profits assessable in the year 1922-23) the share to which he 
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though he had been carrying on tlie business 
profession or vocation and as if he had received" the whole of the 
profits for the year. The calculation of the profits should of 
course be made with reference to the state of affairs in the ac- 
coimting year but the rate of tax to be applied will be that appli- 
caole to the successor. 


(m) Where one person succeeds to several businesses, a sin^-le 
assessment should be made on the successor in respect of the prohts 
nf all his predecessors and of himself, if he existed or did business 
in the previous year, taken together. Losses of any predecessor 
should be set off against the profits of the others or of the suc- 
cessor. 


(iu) The question whether a succession has taken place is a ones- 
tion of fact which must be decided with reference to the facts of the 
particular case, but it may be laid down that there cannot be 
succession to part of a single business. It frequently happens that 
one person is conducting two or more separate businesses to each of 
which there can be a succession. If the particular business is 
separable as a whole from the other activities of the assesses, tliero 
can be a succession to it. 


(iv) When in the year in which the first assessment is made after 
succession to a business has occurred, the successor wishes to adopt 
a different accounting period from his predecessor's, the reque.st 
should be treated as involving a change of accounting period. If 
the result of this change is to leave an interval between the end 
of the last complete accounting period of the predecessor and the 
beginning of the first accounting period of the successor, the pro- 
cedure prescribed in paragraph 6 above for the asses.'^rnent of an 
assessee who has been permitted to change his accounting period 
should be followed in all respects, and the nature of the change 
of accounting period percuitted, and the conditions on which jiei- 
mission is i^-anted should’ be clearly recorded by the Income-ta.x 
Officer in his assessment order. 


(v) When an assessment has been made under section •20 (;?) on 
the successor to a business on the profits of the prodeco.ssor and it i“> 
found that the profits of the predecessor in the year before tlie year 
of succession have escaped tax, wholly or in part, whetlier le 
succession took place before or after the assessment o t ic {lu* i- 
cessor in the previous year, an apessment may be niado urn t 
section 34 on the successor and not the predece.-^.sor, 
expression “previous year” in section 2G (2) mu^t ^ ; 

“previous year" as defined in section 2 ( 2 i) of the .• ct 
pmrpose of the assessment to be made and not to tlie year pie.a 
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■to that in which the assessment is made, if that is different. The 
fact that the succession resulted in a change in the status of the 
assessee docs not alter the situation, 

99, Orders of assessment . — When an assessment order has 
been passed under section ’2:}, any assessee who applies to the 
Income-tax Officer for a copy of the order must be supplied by the 
Income-tax Officer with a copy, free of charge, subject to the 
following conditions : — 

(a) that not more than one copy of an assessment order 

should be supplied free, and 

(b) that a copy of an assessment order applied for more than 

one year after the order was passed should not be sup- 
plied free of charge unless the applicant satisfies the 
Income-tax Officer that it is required for his use in 
some proceedings which are pending under the Indian 
Income-tax xict, 1922, with reference to the particular 
assessment covered by the order and which are not 
time-barred. 

Proposed representations to higher authority which are not covered 
Page 247 — 

For paragraph 99-A substitute the following ; — 

99-A. One copy of any order against which an appeal caimofc 
be submitted in the prescribed form unless accompanied by such a 
copy {i.e., any order under one of the following sections : 26-A, 27,. 

48, 48-A and 49) should be supplied to the assessee, free of cost and 
•without application, as soon as the order has been passed. One 
copy of any other order should be supplied to the assessee on appli- 
cation, free of cost. If additional copies are required in either case„ 
a charge should be made, 

to an aggi'ieved assessee m eitiier case. These notices of demand 
should, so far as possible, contain the demand both on account 
of income-tax and super-tax, and since the total income has to be 
ascertained in every assessment for income-tax in order to deter- 
mine the rate at which income-tax shall be payable on any income 
for which the assessee is responsible for direct payment, and as it 
is on the same total income that 6uper-tax is leviable, it is desir- 
able that, so far as possible, in the interests of economy and con- 
venience to assessees, the assessment both of income-tax and super- 
tax should be made simultaneously. 

101. Appeals to Assistant Commissioner . — (t) The cases in which 
an appeal may lie to an Assistant Commissioner against the orders 
of an Income-tax Officer are specified in detail in section 30. As 
stated in paragraph 86, it is necessary that every effort should be 
made to get tax-payers to file retiuns of income and the restrictions 
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pj-oviso to section 30 (2), which definitely 
iu bid the cuicrlainiiiciiL ol' anv upoeal against an assessment 
u;l..fc the Inro.ne-tax Omcer has been compellefto mate the 
i t.l": l' 23(-i) [he., in cases where an assesSe 

I d.’.M t luis tailed to produce his accounts- 

nf h , T ‘‘‘m any proof of the accm'acy 

ol his lotiirnsj, slioiild bo rigidly adhered to. Under no emeum- 

siancos may any appeal be entertained in those cases. 

ill) hecition .JO now allows appeals to the Assistant Commissioner 
agam.st the relusal ol an Jneome-tax Officer to re-open a case under 
.section 2ii and also against the orders of an Income-tax Officer im- 
po.sing a penalty under section 25 (2) or section 28. 


iiii) Section 30 allows an appeal against an order of an Income- 
tax Officer retusing to register a firm under .section 26-A. Any party,, 
whether the firm itself or a partner, aggiaeved by the Income-tax 
Ollicer’s oialer cun appeal to the Assistant Commissioner against it. 
The Commissioner can also exercise his powers of revision under 
section 33 and interfere with the Income-tax Officer’s orders regis- 
tering a firm or refusing registration. 

{ic) Where the determination of the precise amount of loss sus- 
tained by an assessee in a particular year is material, for example, 
where the assessee is a firm and the amount of loss sustained by the 
firm uirocis the asse.ssments of the partners, an appeal to the Assist- 
ant C'onunissiuner should be admitted under section 30 against the 
Income-tax Officer’s decision as to the amount of loss unless, of' 
course, the case has been decided under section 23 (4). Similarly 
in cases of assessments under section 23 (1) or section 23 (3), where 
no demand is due because the income ascez’tained prior to giving 
an allowance on account of depreciation is less than the amount 
of this allowance, an appeal should be allowed against the Income- 
tax Officer’s decision as to the amount of actual income against 
which the depreciation allowance is to be set off. 

(a) The form in which an appeal must be presented to the Assist- 
ant Commissioner is specified in rule 21 and that form must also be 
verified in the method prescribed in the same rule. Any false 
statement in the said verification is punishable under section 52. 

{■vi} An Assistant Commissioner should not hear appeals against 
his oum orders passed a.s Income-tax Officer. When an Income- 
tax Officer on appointment as Assistant Commissioner, acting or 
permanent, is not transferred to another Assistant Commissioners 
rau‘m, appeals a.gainst his orders as Income-tax Officer should be 
heard by another Assistant Commissioner appointed under section 
5 (I) to hear such appeals. 


102. Powers of Assistant Commissioner in dealing with appeals 
(Section S.l)- — H) The provisions of this section have been re-worded 
in order to make it clear that the Assistant Commissioner in en- 
tertaining an appeal has power to remand a case to the 
tax Officer for report or disposal on its merits and also that 
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assessment expressed to have }Lnm.T - 

section 23 was in fact capabie of h (ii rf 
If the clecLsion on tliis issue 's >indvr th^n ..,} 

wiU be ebsraissed (in Vr-"' ' fV’ 

(elsewhere) on the ground that or iu .uin,/ 

b^euna that no aj)j)i,al lies. ‘"f’! -d 

<e) In dealing wun an 

don 34 the Assistant Comnns.sior.-~ 

the income that has escaped ap-’r-'V ■■'•= ' ' - 

or with any enhancomeni of rate . • o,.', '■ - 

thei'efore entertain an.v plea • . ' ’ ’ 

amount determined at tlie orjith ' , ‘ ‘ • 

asse.spee’s income from any J/. 1 , 

at the original assessment,' ' ' 


103. Appeals to GommhA-,.r 
orders passed by an Tneorne-T^.- r 
the Assistant Commissioner • -r 1 
which an appeal may be rj ..7, 
special orders passed by an AV- . 
an order imposing a penaitv ''-7." 
an assessment in the coa^- Vr'* 
Commissioner in any otb7 ' 
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i, , , . >‘t -1113 sta”'c ot tile proceedings that no income 

‘■-•■I-; a.-<.-^..ucni ur Ocen a.se.sed at too lotv a rate tlm S- 
int!'* 7 *1'* •’ ^ lii'oiiiinly Mup the proceedings. It is not 

'!> Tn' *1 ' 'I' part of his income and 

‘1.' ny, uc-ia.s Oliiecr i.s proceeding to a.s.sess the income that has 

..p.d ta.s.ition the a.^sessee should be entitled to have an assess- 
ihat iKi, alivady hecuine final re-opened. Still less is it 
ill ( !u<.( tli.it the Ijiconie-ia.\ Oliicer .should be invested with wide 
p-'Acr. .,1 reMMon 01 revieu merely because he has formed a mis- 
ialten im[)r<-..sion that certain income has escaped assessment or 
■'•cii at too low a rate. His powers under section 34 can 
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u.-.ed. therelofe, to eliect a reduction of tax already levied. 


U'J \\ hen income that escaped as.sessment or was assessed at too 
lov\ a rate i.s .siihseipientl}' a.s.-essed or full}' assessed, the proviso 
to section 31 make.s it clear tliat the rate applicable to such assess- 
ment or re-as.-essmeiit is the rate iiy iorce at the time when the 
navane .slionid origitialij' iiave been .so assessed. 


tri) As regards appeal against an assessment under section 34 
please see last sub-parag-raph of paragraph 1U2. 

106. lu'rtifu-ation oj inislalics in as&x'^iimcnts. (Section 35 ). — 

The power cont'erred upon the Commissioner or Assistant Commis- 

.•^loncr of Income-t;i.\ or the Income-tax Officer bv section 35 to 

%/ 

rectify a mistake, whether on his own motion or on the application 
of an assOs.see, confined to the rectilication of mistakes patent 
from tile fact-, or documents which were before him when he passed 
lii.-^ revisional. appell.ite or original assessment order, as the case 
may be. This .section does nor confer on the Officers general piower 
of review or anthoi'ise aipv asse.ssee to introduce any new facts 
in connection with the said a.sse.ssment. An Income-tax Officer 
siioiild not correct mistakes in cases rliat have been dealt with by 
the Assistant Commissioner on appeal or the Commissioner of 
Income-tax in revision without a reterence to the Assistant Com- 
missioner or the Commissioner of Income-tax as the case ma}”^ be. 


107. Eiimination of pies from assessment.— Section 36 provides 
that in income-tax assessments or refunds fractions of an anna less 
than six pies shall be disregarded, and fractions of an anna equal 
to or exceeding six pies shall be regarded as one anna. This 
provision has been made for the purpose of eliminating fractions 
of an anna from the accounts. 


Income-tax Officers should also be instructed not to attempt to 
rork out the Income-tax due on fractions of a rupee. Fractions 
f a rupee in income should be entire!}^ disregarded. 

108. Income from properties or securities etc., held under 
^rust. (Sections 40 and_ 41.)-(i) Where any 
dde.st sense, but excluding a business) is held u 
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owner of that property, for the purposes of the Income-tax Act, 
is the beneficiary and the income is the income of the beneficiary. 
The Act does not permit of double taxation in the case of Trusts, 
oiz., once in the hands of a trustee and again in the hands of a 
beneficiary. Under these sections, the guardians, trustees, agents. 
Courts of Wards, etc., are required to pay tax on income, profits 
or gams received by them on behalf of beneficiaries in the same 
■manner and to the same amount as the beneficiaries themselves. 

(it) The following instructions should be followed in the assess- 
ment of such income : — 

(A) I)i canes not jailing under section 40 or 41, the Trustee 
is merely to be regarded as an Agent. Iteceipt (actual or notional) 
of the income by him, or accrual of the income to him, is equivalent 
to receipt by or accrual to the beneficiary, . Whether the income 
be distributed or allowed to accumulate, the beneficiary is to be 
assessed in respect of it. There is no provision for taxing the 
Trustee in respect of it. The beneficiary may, of course, apply 
for any refund that may be due. The Trustee cannot do so. 

(B) In cases jailing under section 40 or 41, the position is the 
same except that the xVet here provides for recovery of the tax 
from the Trustee, (a) Where the Trustee holds the entire property 
in the widest sense oj the benejicianj , the assessment should be 
made on the Trustee, the tax will be recovered from him and he 
may apply for lefund^. The assessment will be made as though the 
income from the trust property were the total income of the 
Trustee. The assessment will of course be quite distinct from that 
•on any other income in respect of which the same person ma}’ be 
Trustee and from that on the Trustee’s own individual income, 
(b) Ij the Trustee does not hold the entire property oj the 
benejicianj , the assessment on the total income of the beneficiary 
will be made in the name of the beneficiary and the tax in respect 
of so much of the income as is received by the Trustee will be re- 
‘Covered from the Trustee, who may also apply for any refund due 
in respect of such part of the income, which refund will be 
•calculated with reference to the total income of the beneficiary. 
These instructions are equally applicable alike (a) where the 
Trustee simply receives dividends, interest on securities or other 
income on behalf of, and pays such income to, the beneficiary, and 
(b) where he receives dividends, interest, or other income on behalf 
of the beneficiary and pays a fixed sum out of the income to the 
beneficiary. If the balance of such income accumulates for the 
benefit "of the beneficiary, it is to be regarded as his income of the 
year in which it accrues or arises to or is received by the assessee. 

iiU) As regards the question as to who should apply for refunds 
in respect of interest on securities belonging to estates vested in the 
Administrator General or Official Trustee see paragraph 116 below. 
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109. Income from business conducted by Trustees.~(i) Wheie 
a bicsmess ,s conducted by a Trustee or Trustees on behalf of beS! 
ficiaues, the assessment is to be made on the Trustee or Trustees 
condiictmg such business, whether section 40 or 41 is applicable 
01 not _ If there are Trustees, they should be treated as an a^ssocia- 
kon ot individuals [see judgment of the High Com-t, Lahore, in 
xtotz Irustees versus Commissioner of Income-tax, Puniab Befer- 
ence Bo. 8 of 1930 (V. Srinivasan Tax Cases, page 8)1. The tax 
will be assessed on and recovered from the Trustee, in the hands 
of the beneficiary or beneficiaries, the income of a business thus 
conducted by Trustees will not be taxed again. [Section 14 {2) (c)]. 
It will, therefore, be treated exactly as though it were a share of 
the profits of an unregistered firm. Its inclusion in his total 
income may raise the rate of the leviable on the remaining income 
of a benefici ary or render that income liable to super-tax. ' The 

Page 254 — 




In line^ 14th from the top for the words “ the leviable ” substi- 
tute tax leviable ’ and in the 17th line after the words “ subjected 
to super-tax ” insert the words “ a second time, if it has borne 
super-tax 


ticiEti'y §611 irom mui ao xiio biitiic. 


Hi) The above principles will apply even to cases in which there 
is a single trustee to execute the trust concerned. 

110. Non-residents. Income other than from business. — Under 

section 4 (I) tax is payable in respect of all income, profits or gains- 
accruing or arising in British India or deemed under the provi- 
sions of the Act to accrue or arise or to be received in British India, 
whether the recipient resides in British India or not. There is 
little difficulty regarding income arising in British' India and 
recei'.able by non-residents under the heads “salaries,” “interest 
on securities,” “property,” “professional earnings,” or “other 
sources.” In cases of income from '•“interest on securities” and 
“salaries” income-tax is deducted at the source, and in the case 
of income under the other beads a non-resident is usualty repre- 
sented by an agent [section 42 (1)]. No difficulty has been 

experienced in determining whether income under any of those 
heads is taxable. 

111. Non-residents, income arising from business in India. 

(i) There is no precise definition in the Act which can be used as a 
test for determining in every particular instaiice whether a non- 
resident is or is not carrying on business in British India and how 
the amount of taxable profits is to be arrived at. Section 4_ or 
the Act contains special provisions regarding non-resrdents. and 
rules 33 to 35 prescribe the manner in which and the procedure by 
which the income, profits and gains may be arrived at rn the ca'-'e 
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of non-residents. Instances are given beiow of the method to be 
adopted in dealing with t 3 'pical cases ; 

(a) Indian branches of non-resident firms are liable to assess- 
ment under the Act. In ca-der to secure an aceinate assessment 
in such cases, sections 22 (4) and 87 enable an Income-tax Officer 
to requhe the production of the balance sheet and profit and loss 
account of the firm as a whole in addition to that of the Indian 
branch, and also to requhe the submission of a detailed statemenu 
of ail the profits credited to the personal account c*f the head 
office Oil account of transactions carried out on its behalf. In 
some instances, however, the form adopted for the accounts and 
balance sheets of the head office or the Indian branch does not 
enable the share of profits properly due to the Indian branch to 
be ' accurately gauged, while there are certain firms which keep- 
no accounts at all either at their head office abroad or at their 
branch offices in India. Eule 33 gives Income-tax Officers wide 
powers to determine how the profits of the Indian branch shall 
in these circumstances be calculated and enables them to fix as the 
income of the Indian branch for assessment purposes either a 
percentage of the turn-over of the business done by the branch 
or, where this procedure proves unsuitable, an amount which bears 
the same proportion to the total profits of the business as the- 
Indian receipts bear to the total receipts of the business, or, where 
neither of the above methods proves suitable, any other more 
reliable method of calculation. In the case of shipping companies 
in particular the most suitable method of assessing the Indian 
branch is usually to calculate tax on the same proportion of the 
total profits of the company as the Indian receipts of the company 
(meaning thereby the sums received either in India or elsewhere 
on account of goods shipped or passengers carried from India)’ 
bear to its total receipts. In the special case of the Indian 
branches of non-resident insurance companies (life, marine, fire, 
accident, burglary, fidelity gimrantee, etc.), it will probably be 
found both feasible and equitable to adopt the provisions of rule 
35 and assess these branches on the proportion of the total profits 
of the companies corresponding to the proportion which their 
Indiaji premium income bears to their total premium income. 

(h) Indian firms allied to non-resident firms of lohieh they are 
s not technically either branches or ayencies often succeeded in the- 
past in escaping their proper taxation by a manipulation of 
accounts with the parent non-resident companies. To cite an 
example, a foreign firm dealing in aniline dyes was registered, as 
a separate limited liability company in India with a capital of 
Rs. 20,000. The shares were never placed on the market in India, 
but, with the exception of small holdings by managers in India, 
were all held abroad. The registered capital v?as nominal in 
comparison with the value of the stock-in-trade and the parent 
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company aoroad sold to the subsidiaij Indian Companv at a pnca 
eaving a margin just suthdent to cover the expenses ot the subsi- 

actual loss to De shown. Section 
tnj oi the Act is designed to prevent a subsidiary Indian fiian 
or company from beaehtmg- by such a manipulation, and enables 
an income-tax Officer to assess it on the profits which may rea- 
sonably be deemed to have been derived from its Indian business, 
uhile, wheie auj difficulty is experienced in arrivuig at a basis 
for assessment, 'assessment on a percentage of turn-over, or other 
suitable method can be adopted under rule oi. It is to be noted 
that the previsions of section are not apphcable where the 

parent non-resident firm or company is constituted within the 
British Empde and that the liability to assessment is placed on the 
subsidiary Indian firm as a principal and not as an agent. 

(Cl Indian ag^nii's of non-resident rirms of irhich they arc not 
technically either branches or subsidiary jinns are liable for the pay- 
ment on account of then- principals, of the Tax on then- principals’ 
Indian profits under the provisions of sections 42 (f) and 43 of the 
Act. It will be observed that these provisions permit the leAy 
of the tax on a non-resident’s business not only where he lias estab- 
lished a regulai- agency in India but also where he conducts his 
business reguiiu'ly through a particular agent or casually through 
T?:,vious agents. In this case it is not necessary that anything of 
the nature of a regular agency should exist iu order to mate the 
profits of a non-resident chargeable in the name of an agent. 
They are so chargeable even when the only connection between the 
non-resident and the person acting as Ms agent is that that person 
is ordinarily and regularly employed as an agent by tlie non- 
resident. The Government of India do not, however, desire that 
in practice the liability to assessment should be enforced except 
where something definitely of the nature of an agency exists and 
i.n particular no attempt should be made to lax the profits of a 
consignment business pure and simple, merely because the non- 
resident consignor habitually uses a particular resident as his agent. 

In all cases it will be a question of fact whether the connection 
between the non-resident and the resident is such that an agency 
car. be held to exist. “Agency” for the pnrpo.^es of this .section 
shonld be interpreted to mean a regular, not casual, agent and one 
whose relation to the non-resident principal is such tliat the j'>nn 
cipal mav reasonablv be held to be trading in the country anc 
not merely “with the country”. If. for example, there is no 
privity of contract between a Wign principal and a resident who 
purchases the foreign principal’s products through another resident 
or if the resident vendor has to bear nnv bad debts arising out of 
such transactions, the resident vendor is not to be treated as the 
agent of the non-resident. Even if a non-resident does not bear 
bad debts, he will be considered to be trading in the country ft/ 
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there is privity of contract) if the iigeiii ireeeives a del credere com- 
mission, J.C.. an udditionai commission in consideration of 
guaranteeing the non-resident against bad debts, or if the rate of 
commission is so unusually high as evidently to be intended to 
include a del credere (ommission though none is specitically 
mentioned. It is doubtful whether it is praciicablc to formulate 
for the guidance of Income-tax Ofticers any more definite principles 
than those stated above: hut the following examples may serve to 
indicate the lines on which decisions should be reached : — 

(a) JI, a distiller iti Glasgow, has agreed to sell to no one in 
India except A, his Agent, provided that A gives B 
all or an agreed proportion of his trade. purchases 
from I> and sells to the trade at his own rates, and all 
bad debts are A’s. No attempt should be ntade to tax 
B on his profits. His position, in spite of his supjile- 
mentary agreement with is merely that of a seller 
to an Indian consignee who lakes the risks or profits of 
the trade in India. 

(b) A., an Indian resident and a large supplier of mill stores, 
has a monopoly for the sale in India of the belting of 
a non-resident B, A is paid commission by B on all 
orders he sends either for his own stock or risk or in 
execution of orders obtained. He does not confine his 
purchases of belting toB. He stands ail loss from bad 
debts and fixes the prices to be ashed for the goods. 
Here again the position of B is merely that of a seller 
to an Indian consignee, and no attempt should be made 
to tax B’s profits. 

(c) A is the Indian agent for hardware and sundries of B, a 
British manufacturer., A receives salary and commis- 
sion from B and bad debts fall on B. Here there is a 
regular agency and B’s Indian profits should be taxed 
through A. 

(d) A is the Indian agent for B, a firm in an Indian State, 

who consigns goods lor sale in Bombay and China 
through A. The business is purely a consignment 
business and B’s profits on his Indian trade should not 
be taxed. ) 

In all these cases, A’s remuneration or profits as agent are liable 
*to the tax. 

(d) Casual agents for non-resident firms to whom goods are from 
'time to time consigned have been dealt with in (3) above and no 
•attempt should be made to tax the profits -of a non-resident through 
'the agent on this' class-b'f 'business. 

B 2 
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^ io) As regards taxation of interest on money lent by a non^ 

lihv'r ^ it has been held “^by the- 

I- ( 1 ^ case of the Bombay Trust Corporation as agent. 

ol tl.e Hongkong Trust Corporation that there can be a business- 
connect ion within the meaning of sections 4Q and 43 of the Act 
between a resident borrowing money from a non-resident and a 
non-rcsidcnt lending money to a resident, and that the- former can 
JO tieated as the statutory agent of the latter, under section 43- 
of the Act. This decision is to be followed wherever it is apph- 
cable. Where, however, a resident takes for a short period, a- 
casual and isolated loan from a non-resident with whom he has 
no regular or continuous dealings, it need not be held on the- 
stiength of that fact alone that there is a business connection 
\yithin the meaning of the above section and that the resident is- 
liable as agent on the interest paid to the non-resident. 


, (ii) In the Madras High Court Case No. 4 of 1921, Chief Com- 
missioner of Income-tax, Madras versus Bhanjee Eamjee & Co., (I,, 
Srinivasan Tax Cases, page 147), it has been held that a person 
who is not a resident in Brili.sh India but to whom income arises- 
or accrues through business connections in British India is asses- 
sable to income-tax under .sections 4 and 42 (1) of the Act whether 
he is a British subject or a foreigner and that the provision in the- 
latter section that such income shall be taxable in the name of the 
a.i-ent of any such person does not mean that it is not chargeable- 
unless assessed in the name of an agent. It will be clear from 
section 42 (3) that the entire profits of a branch or agency of av 
foreign firm importing goods in British India are liable to tax 
in British India in-espective of where the .profits accrued or arose, 
and whether received in Briti.'^h India or not. -Thus if a foreign- 
manufacturer has an agency or branch in British India and sells 
his products tiirough it in British India, he is liable to tax on his 
manufacturing profits as well as on the merchanting profi'ts while- 
a foreign head office is not allowed to charge a notional commission 
to its branch or agency in British India on goods exported to the- 
branch or agency and sold by it m British India. 

(Hi) If it is desh-ed to assess a non-resident who has no resident 
agent through whom such assessment can be made, and whose entire 
income also cannot be taxed at source or indirectly, a notice under 
section 22 (2) should be served upon him as early as possible in- 
the year by registered post (acknowledgment due)_ allowing plenty 
of time for the retuni to be made. If he then fails to make a 
return, or to comply with subsequent notices calling 
production of accounts, etc., (in which also' ample time should be 
allowed for compliance), an assessment may be made under -‘section 
23 (4). When serving such notices on a non-resident, he shoniri 
be invited in a covering letter to appoint an agent to represent 
him for income-tax purposes in Tndia. 
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(iv) A person whom the Incoinc-tiix Officer has decided, after 
'due notice and hearing under section -13, to treat as the agent of a 
non-resident, is not eniilled to appeal to the Assistant Commis- 
sioner against the Income-tax Officer's order until an assessment 
has been made. But il. is open to .such person to petition to the 
•Commissioner of Income-tax against the Income-tax Officers’ order 
before an assessment is made : and Commissioners of Income-tax 
•are authorised to di.spose of such petitions under section 33 of the 
•Act. 


tv) Non-residents whoso income ari'^e.i in 


ti. 
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Por sub-paragraphs (v) to (viii) subslitute tho following : — 

(v) Non-residents whose income arises in more than one province, 

and who are assessed direct and not tlrrough statutory agents under 

■> 1 — Qv Offioftr. 




112. Depredation in assessing sliippmg'^ companies, — 'rne 
' following instructions should be followed in regard to the treatment 
vbf depreciation in assessing shipping companies the whole of whose 



?. 11 MU I 


262 




u la uu oi incouiL' hy the proscribed date, it will obtain 
u- ti’oiii the Income-tax Officer; but 

i-\oiy ollou should l>e made to tile the return as early as 
possiuio. 

'I'lio lucwue-lax Officer will make the assessment as soon 
as possd)le atler receiving- the return and in any case 
witluu one month. 

I he notice ot demand will l)e issued on the shipping com- 
pany s agent in accordance with the proiisions of the 
Income-tax Act and a copy of the assessment order will 
be sent to the company direct. The company will 
arnim^e with its agent for the despatch to it of the 
notice of deuuuul. 


1. I roi’ided that the notice ot deuuuul can he issued on or 
hetore danuary t.>th. the period allowed for payment 
util be sixty days. If the detnand is made after 
danuary loth the period will he shoiter. 

5. Por rlie purpose of sid)-seetiou (/?) of section 30 of the 
Ituhau Income-tax .-Vet. lOdd, the Assistant Commis- 
sittnor will regard it as a proper extension of time to 
allow the shipping eompuny to file an appeal up to the 
date on whiel' a re{)h could be received from England 
if that "I'ply were desjutched by the mail in the week 
follow me that in whieh the notice of demand and rhe 
cop\ of the a.ssessment order reached, or could be 
presumed to have reached, the company. 

(i. 'I’lie demand must be met within due date unless the 
Ineomo-tax Oftieer agrees to give the agent farther time 
for payment. But in any ease the demand must be paid 
before the end of the financial year. If a demand has 
been paid before the decision of an appeal where one 
has been filed and the appeal results in a reduction of 
the assessment, a refund will promptjy be granted in 
the ordinary course. 


114. Occasional shipping. — {Tramp steamers, etc.). — (t)_Only 
one person can be taxed under Chapter V-A in respect of a particultu- 
ship tultiug up jiassengers, live-stock or goods at ports in British 
India, ami tluit person is the “principal” within the meaning of 
section 14- A. Such principal may be either the owmer or the 
C'hnvtever of the ship. It will be a question of fact in each ease 
'in which the ship has been chartered by the owner to anothet peison 
'whether the owmer or the charterer is the principal. 


(ii) Chapter V-A is only appreciable where the principal 
carries on business in British India as the owner or charterer ot 
n ship, (2) does not reside in British India, and (3) does not employ 
nn ao'ent .from whom the tax would be recoverable under section 
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^2. Where there is no charterer the owner will be the principal. 
Where there is a charterer it will be a question of fact whether 
he or the owner is the principal. The business of which the profits 
are to be calculated and assessed for income-tax under Chapter V-A 
is the business of carrying passengers, live-stock or goods shipped 
•at ports in British India, and the person to be taxed is the person 
(referred to in Chapter Y-A as the ‘principal’) who carries on that 
' business, but does not reside in British India, and does not employ 
any agent from whom the tax would be recoverable under section 
42. The criterion to be applied is, “who is the person to whom 
or on whose behalf money is paid or payable on account of carriage 
of passengers, live-stock or goods from a port in British India?” 

(ui) Generally speaking, where there is what is known as a ‘Time 
Charter,’ under which the owners may be said to let the ship out 
to the charterer for a fixed sum for a certain period, during which 
the owners retain no further control over the vessel or her move- 
ments, the owners cannot be held to be carrying on business in 
British India, or even to have a ‘business connection’ in British 
India, and are therefore not liable to Indian income-tax either 
under Chapter V-A or under section 42. 

(io) Where, however, the ship has been chartered under what is 
known a.s a ‘Voyage’ or ‘Trip' Charter the position is different. 
Under this kind of Charter party, the charterers are practically in 
rihe position of brokers, who guarantee to secure a certain quantity 
of cargo for the owners at certain rates of freight. If the full 
amount of freight cannot be secured, the charterers are liable to 
make good the deficiency. iVny such deficiency is to be paid by the 
•charterers to the Master, on behalf of the owners, in cash, minus 
a certain percentage, at the time and place of loading in India. 
Similarly, if freight is secured in excess of that stipulated, the 
blaster of the ship is to pay sucb excess to the Charterers, at the 
time and place of loading, by demand draft on the owners on 
‘London. The Bills of Lading are signed by the Master on behalf 
'of the owners ; and the cargo as soon as shipped is therefore in the 
■constructive possession of the owners ; and at their risk. Tlie ship 
•is usually consigned to tlie 'Charterers or their agents, -who look 
-after its interests when in port, and for doing so are paid a com- 
mission by the owners. The owners also pay brokerage. In such 
a case, the owners are carrying on business in British India through 
•their agent, the Master, who x-eceives cargo on their behalf, and 
■receives and makes payments on their account in Bi’itish India, 
-and thus the owners having no regular or permanent agent in 
British India are liable to tax under Chapter V-A on the profits 
-of the business conducted by the Master on then- behalf. 

{v) If a ship has arrived in a British Indian port, either on 
owner’s accoxmt or under a chartel- and the non-resident owner, or 
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till- no(i-rc:.i(ir/iL (iliarlcTcr, (jauriL-.s ii'ic- .siiip to bo diadcved, or traius- 
1 1.1 I u. I .vi..iij)y (.iiaiioi , or olloc(.s a .‘jiib-oliarier oi’ the vo.ssel, as the- 
iM-o Ilia) lu-, .iiicii a traii.-'ietion, ilioiigjj it doo.s constitute the 
ran-) HI” on ot bii.iinc.s.s in iJriti.sli India by the non-resident, dees 
nut ui ii.-elf ainouni Kj carryin^^ on Ini.siness witliin Jiritish India as- 
the ov.nor or ciianeicr of a .-.liip u'ilhin the nieaning ol' CJiapter VA. 
Ihii 11 ihf -hi/i is loaded in any JJriti.sh Indian port tlie (jnestion. 
v.iii'tiier the non-re.sidejit owiilt or the non-re.sident eJiarterer is 
as-e. aid.- to ineonie-ta.\ nnd<-r Chapter \’A niiist be decided on 
the piineiple, .itati'd alune. \\ lioe\er ol the.se two per.sons causes- 
thi’ diip to l)i- lo.’ideil Witli e.'Ugfj, and is ptiid the Ireigiit lor carrying 
.aieii eai'co, i-, the pei'.-on '.\lio eai’i'ie.s on bii.sines.s within tlie tiiean- 
iiiL; ol .-eetioa -M-A. 


115. Mi'JtiDil ijj the rrcoccnj oj the lax. — (i) The Inconio-tax 
Cnieer is re.spon.sihle lor the recovery of the lax wliether the demand 
ii'pi'e-'ents the tax a.s.-cs.-'cd b_y ]iini.self under section '23 or .sub-section 
(!' ol seetioii ‘J.'l-.V 0 (- wliether it represents an eiiliancernent made 
h) the .\'--i.siaiil Coniniissioner on ap/ie-al under section 31 or by the 
( 'oiiiiiii -sioiier in exei ei-e of his powers of review under section d.3. 
.\'oiic<‘s of demand nndi-r .section '20 or under clause (Hi) of .sub- 
.seeiion ( 1' ol s(,-e:i(jii '23-.\ in the form pre.s'cribed in rule 20 should, 
he issihai at a.s early a dale as po.-sible after the as.sessment is made- 
under .seel ion 2o or suii- -*'ei toll i-l) of si'ction 23- A or wlien inrima- 
tion i.s receni-d of order.s of enhancement from superior authorities 
m oilier that the tax may be promjitly collected. The fact that an-, 
appeal lia.s been lod;;ed ayain.-t .in ics.-essiiient should not stop the 
collection although the Income-tax Ollicer i.s empowered, under 
section -lo. m Ins discretion to treat an a.s.sessee as not being ini 
default iiiilil an appeal is dispo.sed of. When the Income-tax 
Ollicer consider.s that an appeal is a bona jiilc appeal, he .should in- 
exercise of hi.s discretion under section -15 postpone the collection 
of the dis/iuted portion of the lax, retjuiring the asse.ssee to pay only- 
the portion of the (ax that i.s not in dispute as the collection thereof, 
cannot he delayed. .Similarly .section G(5 (1) of the Act provides' 
that a reference to the High Court .shall in no way stop the collec- 
tion of the tax. 

th) When the tax i.s not paid within the time prescribed in the. 
notice, or, if no .such lime i.s pre.scribed, by the first day of the- 
second month following the date of the service of the notice or- 
order, the Income-tax Officer should use the powers conferred upon 
liirn i)y suh-.«ectioi)s (!) and (/-A) of section 46 and impo.'^e a penalty 
for the default. A penalty can be imposed under section 46 (1) on 
I he person wlio is responsible for deduction of tax under section 18* 
and who by failing to discharge this responsibility has become liable 
to be treated a.s a defaulter under section 18 (^) of the Act. 

(Hi) Section 46 (3) and (4) provide for cases where a special -uT ole 
time income-tax stall for the actual collection of the tax is employed.' 
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occuis m the case of interest on securities” and “salaries” [sec- 
lon ^ ' ,<. ]■ these cases the rate of tax if any appropriate 

■to the total income ’ of the recipient (the shareholder, partner, 
security-holder or salaried person) is not known at the time that the 
•tax IS assessed or deducted. As stated in paragraph 78, in order 
to simplify the procedure in connection with refunds section 18 (9) 
makes it obligatory upon the person deducting income-tax from 
inteiest on securiuies to issue to all security-holders a certificate 
specifying the amount of the tax deducted from the interest and 
the rate at which it has been deducted ; and similarly section 20 
(.see paragraph 82) requires the principal officer of a company dis- 
tributing dividends to issue to shareholders a certificate stating that 
the company has paid or wall pay income-tax on the profits that 
-are being distributed. These certificates (or in the case mentioned 
in paragraph 81, a certificate by a bank) must ordinarily be 
accepted by Income-tax Officers as conclusive proof that tax has 
'been paid. 

(ii) Prior to the passing of the Indian Income-tax (Second 
Ameument) Act, 1933, a refund was permitted only where there was 
a difference between the rate at which an assessee had tax deducted 
at source from Ins dividends, salaries, interest on securities or share 
of the profits of a registered firm and the rate applicable to his 
total income from all sources. The result was that where an 
assessee had income from one of these sources only, he could not 
claim a refund of tax deducted at source even if liis income was 
below the minimum taxable limit because there was no rate 
applicable to his total income. The Act as now amended allows 
a refund both where there is a difference in rate and when there is 
no liability at all to tax. 

{in) Where interest on secmaties is paid to estates vested in the 
Administrator General or the Official 'Trustee and where the bene- 
ficiaries and their shares are known, the beneficiaries are to apply 
for refund under section 48 (3 ) ; but "where the beneficiaries and 
the share of each in the estate are not known, the estate as a whole 
should be regarded as a separate unit and the Administrator Gen- 
eral or the Official Trustee, in whom it is vested should be regarded 
as the “owner of the securities” for the time being for the pur- 
'poses of section 48 (3) and he may apply for such refunds. Though 
a minor, who has been admitted to the benefits of a partnership, 
-cannot have the status of a member of a registered firm, section 
48 (2) specifically provides for refund due to him under that sub- 
section in respect of his share of the profits of a registered 

(iv) The powers of an Income-tax Officer in respect of refunds 
-can be exercised by any other authority appointed by the Governor 
General in Council in this behalf under section 48. 

iv) Por the reason given in paragraph 82, the Income-tax Urn^i , 
for purposes of refund in the case of dividends, has to assume that 
iihe dividends mentioned in the certificate were taxed at tne maxi- 
Tmum rate cinrent on the date when the dividends .were declared. 1 
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the cM.-e b\Uh oC div'ulontl.i and of interest on iho tax 

tieiUu-lcil ii.ss to be ;ulded to the "not'’ dividend or inlofosl ptiid for 
the lOiijio^e of oadi'niatiny, in)l!i the “total inooitu:’’ of the appli- 
o.uu and the amount of lefuiui dito [.‘oe paiaaraph 74 ami i^cotiou- 
4vS U.' !. 

<t':) A com]^;un^ ;i snb.'lantial purfiou of whota* incuim.! i.s hnaten 
lu bo iloiTvod from t.tx-iroo Fcoiirilios, ahonUl 'no re<inifod to certii'y, 
a-, the ^ta^ntory form jtro.M'rdu.-d in KnU: 14 provides, what pov- 
eoniaOe of its inonmo in a pivon year has a.olually paid lax or is 
lialdo to p;iy lax ; and it a ;4iareh<ildor rooeives a. dividend from a 
eoinj'.my tji u lierist. s a -^nhj-tantial portion of its inooino from 
tax-free ■•teurUios, tb.e i-harohoiih-r ;'hould only i)o allowed a 
refund under soot ion 4tS in re.^pcot of a portion of hi^ dividend 
eoi're'«:'oniiiie_; to the proj>orlion of the eom[Mnv’s ineonie that is 
s.ubji et to la.x. 

t,rts) When the amount di;Ovributvd by a Company as dividends 
cxeeeds tiie total ineome. proi'iis nr ttains as etilenlaled for ineome- 
tax purposes of the Company m tile year in (pie.-^tion, iaxe<i anti 
uniaxed. whieii inelmli-.s ea-es v. here there is no ineome, prolits or 
»ains. or a lo,--- (for example where net receipts from non-tax free 
source;; are wiped out or exeeede<l by the liepreeiat ion allowanee) 
the, refunds to shareholders "houM lu‘ ealiaila.tetl with reference to 
the proportiitn home by the tax-fret* ineoiiu* to thi* total amount 
distrihnied less tin* tax-free ineom-*. 

(cffi) Application for refund under the provisions of the rtilo 30 
should in cases where the a[)()l'icarit is resilient in British India, be 
made to the Ineome-tax Oiiicer of the disiricL in which the iipplicant 
is chargeable directly to income-tax or. where ho is not ehargoahle 
directly to income-tax, to the Income-tax OiTieer of the district in 
which ho ordinarily resides and such Tnenme-tax Ofiicers are re- 
nuirod to ttivo the refumis. fn eases where the applicant is resi- 
dent outside British India, the application should he made to the 
Income-tax Ofheer, Non-Residents Befimds Circle, Bombay. The 
Income-tax Officer will, liowovcr, allow* a claimant who resides in 
an Indian State, the option of receiving payment of the refund 
through the Political Ofheer in tiiat State, that is to say, the 
refund voucher that will be issued by the Income-tax Officer will 
be made payable, if the person applying for the refund so desire, 
at the Political Treasury of the Government of India in the parti- 
cular Indian State, or if there is no treasury under the control of 
the Political Officer, at the prescribed British Indian Treasury. 

(frr) The necessity for refunds of tax on Government securities 
can be avoided, by the procedure laid down in paragi-aph 78, in the 
case of persons wdio are either not liable to the tax or who liave a 
taxable income which is sufficiently gtable to justify the Income- 
tax Officer in assuming that the rate applicable to the total income 
is not likely to move from one grade to another. A'gain, as has 
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been poinced out in pu-eeeding patagntphs, the necessity for a 
refund can also be avoided in the case of persons who have income 
which hat- not been taxed, or from which income-tax has not been 
deducted, at the soiuve. .-^ince such persons can claim a, set-off 
aeainst tivo tax diie on that other income. 

ta-) In cases where a cash refund is necessary, the procedure laid 
uowu 111 rules oti to o9 should facilitate the granting of refunds, 
ihe application must be made in the form prescribed in ride 36 
by persons resident in Joritisli India and in that prescribed in rule 
-^u-A by persons not resident in British India and veriried in the 
manuct laid down iii those rules and must_. under rule 37 or 37-A. 
be accompanied by a retium of the "total income" in the form 
pwe^cribed in rule 19 unUss mch a return has previously been made 
or that prescribed in rule 3(-A as the case may be. A false state- 
ment 111 such a return or in such a venffcation is piinishabie under 
the provisions of section 132 of the Indian Penal Code, which are 
■set out m paragraph 37 above. The apphcation must also, where 
necessary, be accompanied by the cercidcates mentioned in section 
13 or section 20. The applications, under ride 40. need not be 
presented in person, but may be sent by post or by an authorised 
agent. 

tr;' Where the applicants reside in India, instead of issuing a 
refund order pamible at a treasiuy or a branch of tlie Imperial 
Bank of India, the amount of refund due mav be remitted bv 
money on ter if the Income-tax Officer concerned is satisfied that 
this course is more convenient. In that event, the cost of the 
money order will be borne by Government and should not be 
deducted from riie amount to be refunded. If the applicants reside 
our of India, the amount of refund under section 43 or 49 of the 
Act uil[ be rcniitrted to them by bank draft or money order at their 
cost unless thev appoint agents to receive payment in India. 

u-«l It should be particularly noted that section 43 does not 
apipdv to super-tax 'see section -531 since super-tax is not deducted 
•at the -ource or taxed at the source with the exception of cases 
referred in section 13 (3 A). (3B1. (3C1. and IoBk in which cases 
no claim for any refund can arise. 

ia'h’7) Under sub-sections (4) and ('5'' of tliis section refunds to 
non-residents, who are neither British subjects nor subjects of In- 
dian States, are not admissible. Refunds to non-residents, who ate 
Britiffi subjects or subj'ecrs of Indian States, are to be made with 
reference to their entire income both in and outside British India 
which would be liable to Indian income-tax if it accrued or arose pr 
w.is received in Britsit India. The total income thu? computed ym 
of course, include income from agriculture conducted outsic.e 
British India. 

( rfrl The onus of proGug the claim to refund land therefore of 
-adduciue: satisfactory evidence of his rotal incomel of course lies on 
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-ihe claiuuul, and it’ he fads to discharge it his claim should be 
icjected. It is not nccosbary, however, for the purpose of such 
-claims to do luore than ascertain the grade of tax applicable, or 
to coinputu the total income exactly. Certificates b}' Income-tax 
authorities in the Ijnited Kingdom oi a Dominion should be accepted 
-as proof of the amount of the total income. Certificates of 
responsible otiicial.s in Indian States should also be accepted m 
support of claims presented by .subjects of Indian States. 

Lev) 'Idle Act and the rules thereunder permit of a refund appli- 
•cation and the accompanying return of total income being signed 
and presented by a duly authori.sed agent, on behalf of his non- 
resident principal. In fact such agents may carry out the entire 
•transactions in the matter of refunds for their principals. 

'{■vvi) Sub-sections (-/; and (5) of this section should be applied, 
irrespective of when the income m respect of which a refund is 
'Claimed accrued, aro.se or was received, to all claims under this sec- 
lion presented on or after April Lst, 1928. (They should not be 
„ applied to claims presented but not disposed of before 1st April 
1928.) 

117 . Ge)iond power to grant refunds . — (/) Cases do arise 
■where tax has been paid by or on behalf of a person with which he 
was not properly chargeable or which was in excess of the amount 
with which he was properly chargeable, wdhch nevertheless do not 
attract the operation of section 48. Dor instance an assesses 
■deriving his income entirely from interest on securities may have 
paid insurance premia for which he can claim a rebate if a formal 
■assessment is made on his income from such interest. But if no 
such assessment is made he cannot under the provisions of section 
48 claim it as a refund. Section 48-A is designed to cover such 
cases. Where an asse.ssee satisfies an Income-tax Officer that he 
has paid tax with which he 'was not properly chargeable for any 
reason, the latter should allow a refund of the amount so paid, 
Similiarly the Assistant Commissioner and the Commissioner in 
exercise of their appellate powers can grant such refunds. 

(ii) As regards the procedure for applying for refunds see para- 
tp.-aph 116. 

{in) As regards appeal against an order an Income-tax Officer 
refusing to grant a refund see paragraph 127. 

118 . Refund in special cases. — (i) Prior to the passing of the 
Indian Income-tax (Second Amendment) Act, 1933, the Act did 
not provide 'for a refund where through death, incapacity, bank- 
ruptcy, liquidation or other cause a person could not receive it 
or claim it. It has now been enacted that under such circum- 
stances an executor, administrator or other legal i-epresentative , or 
the trustee as the case may he, is entitled to receive such refund 
■or 'to make such claim for 'the 'benefit of such person or his estate. 
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Tbs applies to all kinds of refunds whether under section 4S, 48-- 

fnn V** procedure to be followed in applvincr for re- 

liuuL. see para^^raphs 116 and 117. 

the right of appeal against an order of an In- 
-oiue-uix Omeer reiusing to grant the refund see paragraph 117. 

^ 119. i>c:-o/f oj rcjunds against uus due. — ^TiTere a refund is- 

due to an assessee, the lueoiue-tax Orricer, Assistant Commissioner 
or Louimis.'ioner may set oil tiie refund wholiv or in par: agaiusc any 
ta.\ payable by the assessee. This is convenient both to ihe- 
assessee and to the Income-tax department. 

120. Relief jroin double income tax of incornee taxed in British 
India Luul the i'nited Kingdom. {^Section 49). — (0 Ac a conference 
between tiie representatives of the Home Government and of the- 
Dominions and of India an agreement was arrived at to the follow- 
ing euect : That in respect of income taxed both in the .United- 
Kingdom and in Tniha tiiere should be deducted from the appro- 
priate rate of the United Kingdom income-tax (including super- 
taxU the whole of the rate of the Indian income-tax (induing, 
super-ra.v. charged in respect of the same income, subject 
to tlie limitation that in no case should the maximum 
rate of relief given by the United Kingdom exceed one-hah* of the 
rate of tl'.e United Kingdom income-tax (including super-tax) :o- 
whieh the individual tax-payer might be liable and that any 
furtlier relief necessary in older to confer on the tax-payer relief 
amounting to rlie lower of the two raxes (United Kingdom and 
Indian) should be given by India. That is to say, the arrange- 
ment is that v.'here income is liable to taxation both in the Unived 
Kingdom and in India, it should pay only at the highest rate levi- 
able' in eiiher country. These proposals have been accepted by the- . 
Government of she United Kingdom and are embodied in section 
•27 of the Finance Act of 19-20. A copy of that section is given- 
below ; 


27 (71 If ar:y person ivho has raid, by deduction or other'vrise. or is li.-iLte 
to P'v. United K;t’:;dotn income-tss for any year of r.ssesetnenP cn sny prsr; 
of his incoate proves to the satisfaction of tie special Cotniatssioners that he 
has or:id Dominitn incoine-ir.T for that .Vear in resrect of the ^ same part ct 
hi^ income, he shail be entitled to relief from United Kin-nom income-tstc 
paid or pavablo bv him on that part of his income at a rate thereon to he 
determined as follovrs 

(n) if the Dominion rate of tax does not exceed one-naif of the appr^ 
nriate rate of United Kingdom tax, the rate at tvhich relief is- 
to he given shall be Dominion rate of tax; 

(1) In any other case the rate at -R-hich relief is to he jivea shall be one- 
half of the appropriate rate of the United Kingdom tax. 

For the tmepesa of this section, the expression “the spnropriafa rate of 
United Kinedom tax" means the rate at which the claimant for the year to 
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which the claim relates has borne or is liable to bear United Kingdom incom^ 
tax and where the claimant is liable to United Kingdom super-tax the ex- 
pression “the appropriate rate of United Kingdom tax” means a rate equw 
to the sum of the rates at which he has borne or is liable to bear Uiuteo;' 
Kingdom income-tax and super-ta:S, respectively, for that year. 

(2) Where a person has not established his claim to relief under this 
sectiop for any year of assessment before the first day of January in that 
year, the relief shall be granted by way of repayment of tax. • 

(3) \trhere by ^reason of the allowance of relief under this section the rato 
of United Kingdom income tax deducted from or paid in respect of any part 
of the income of any individual is less than the standard rate, and the rato 
of the relief so allowed is greater than the rate appropriate to the cpa of 
that individual, such an adjustment shall be made in allowing to that mdiva- 
dual any relief to which ho may be entitled under the provisions of tms part 
of this Act relating to the rate of tax on the first two hundred and twenty- 
five pounds of taxable income as may be necessary to secure that the amount 
of United Kingdom income-tax finally paid or borne by him shall be equ^ 
to the amount which would have been paid or borne if the relief under this 
section had in the first instance been given at the rate appropriate to his 
case, 

(4) Notwithstanding anything in the Rules applicable to Case IV or Caso- 
V of Schedule D or in any other provision of the Income-tax Acts, no deduc- 
tion shall be made on account of the payment of Dominion income-tax in- 
estimating income for the purposes of united Kingdom income-tax, and 
where income-tax has been paid or is payable in any Dominion either ^ on 
the income out of which income subject to United Kingdom income-tax arises- 
or is received, or as a direct charge in respect of that income, the incomo 
so subject to United Kingdom income-tax shall be deemed to be income 
arising or received after deduction of Dominion income-tax and an addition 
shall, in estimating income for the purposes of tl^e United Kingdom income- 
tax, be made to that income of the proportionate part of the income-tax paid 
or payable in ihe Dominion in respect of the income out of which that income- 
arises or is received together rvith the full amount of any Dominion income-tax 
directly charged or chargeable in the Dominion in respect of that income : 

Provided that — 


(а) where any income arising or received as aforesaid consists of 

dividends which are entrusted to any person in the United 
Kingdom for payment and the Special Commissioners are satis- 
fied that the person so entrusted is not in a position to ascertain 
the amount, if the addition to be made under this sub-section 
the assessment and charge 'may be made on the amount of the 
dividends as received by the person so entrusted, but in anv 
such case the amount of the addition shall be chargeable on till 
recipient of the dividends under Case VI of Schedule D- and 

(б) where under the laws in force in any Dominion no provision is 

made for the allowance of relief from Dominion inSime tnv in 
respect of the payment of United Kingdom income-tax then n 
assessing or charging income-tax in the United f • 

respect of income assessed or charged tn tn ° m 

Dominion deduction shall be allowed ° in estimaS^’^^'' 
the purpose of United Kingdom income fax ^ ® 
to the difference between the amount of Tl 
paid or payable in respect of the income income-tax 

of the relief granted from the United amount 

respect of the Dominion income-tax fnr income-tax in 

.of which the assessment or large to T7n^" the income 

is computed. to United Kingdom income-tax 

Tn this suD-SGCtion ths Gxprps^fnn j 

annuities. diviMends, shares of annuities nJe- includes anr 

or sums in respect of which tax is chained '’a ‘'ther annua]' pavm." 

cnarged nader the Rules applic.aM' 
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Miscellaneous Eules applicable to 


Schedulo C or uncJer Rule VII of the 
Schedule D, 

B S'* an°f? ® Rules applicable to Schedules A, 

a, O, L> and h, a body ot persons is entitled to deduct income-tax from 

tho ^ n •f’'"'/* 1 -°*' r deducted at a rate exceeding 

Uio rate of tho United Kingdom income-tax as reduced by any relief from 

‘“...“al””' “r wment ^t DomiZ” 


fU under the law in force in any Dominion provision is made for 

tt Dominion income-tax in respect of the payment 

Of United Kingdom income-tax the obligation as to secrecy imposed by the 

Income-tax Acts upon persons employed in relation to Inland Revenue shall 
not prevent the disclosure to the authorised officer of the Government of 
tno Dominion of such facts as may be necessary to enable the proper relief 

to be given in cases when relief is claimed both from United Kingdom income- 

tax and from Dominion income-tax. 


(7) The Commissioners of Inland Revenue may from time to time make 
regulations generally for carrying out the provisions of this section, and may, 
in particular by those regulations provide — 

(a) for making such arrangements with the Government - of any 
Dominion to which the last preceding sub-section applies as may 
be necessary to enable the appropriate relief to be granted; 

(i) for prescribing the year which in relation to any Dominion income- 
tax is, for the purposes of relief under this section, to be taken 
as corresponding to the year of assessment for the purposes of 
United Kingdom income-tax. 

IS) In this section — 

(a) The expression “Dominion” means any British possession, or any 
territory which ds under His Majesty’s protection or in respect 
of whicli a mandate is being exercised by the Government of any 
part of His Majesty’s dominions ; 

(i) The expressions “United Kingdom income-tax” and “United 
Kingdom super-tax” mean respectively income-tax and super- 
tax chargeable in accordance ivith the provisions of the Income- 
tax Acts : 

(c' The expression “Dominion income-tax” means any income-tax or 
super-tax charged under any law in force in any Dominion, if 
that tax appears to the ' Special Commissioners to correspond 
with United Kingdom income-tax or super tax : 

(d) The expression “Dominion rate of tax” means the rate determined 
by dividing the amount of the Dominion income-tax paid for the 
year by the amount of the Income in respect of which the 
Dominion income-tax is charged for that year, except that where 
the Dominion income-tax is charged on an amount other than 
the ascertained amount of the actual profits the Dominion r«a 
of tax for the purposes of this section shall be determined by 
the Special Commissioners. 


For the purposes of this section, the rate of United Kingdom income-tax 
shall be ascertained by dividing by the amount of the taxable ® 

person concerned the amount of tax payable by that person on that income 
Lfore deduction of any relief granted in respect of life assurance P'-emiuma 
or any relief granted under the provisions _ of this section, and the rate 
United Kinc'dom super-tax shall be ascertained by dividing the amount 
iho supettax Tayable by any person by the amount of that person's total 
income from all sources as esitmated for super-tax purposes. 


V 
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L'luler limi .s\'otion ;• ju>i>on wlio-o income aK-c.^.'Joa hotli in the 
I’lmed Kingdom .uul in Imii.i i.*; entitled to claim from lite untiiori- 
ne.-^ u! tiio ( mted K’in-.k.m a reumd i)r iv!ku,> of the rale hniecl 
in India up to one-half of the Kn;,'li;di rate. [ 

in) boction -i'.) ol the Indian tncome-ta.'v Ad, therefore, provitloa 
tiiai vAu-re e.ny furtlier rehof a; to he ;tiv<'n in order to icenre tlutfc 
Miclj a pen-on sh.hl uu* p s y a. Ihieh-r t.ite than the hit^he.-t rate in 
cUtH-r eotmtry, .M-.eh roht f v.il! he pi\en hy India, .subject to the 

Page '2V't — 

In IJu' I'Jth liiie from the lojt J^r " I'.Kra-in " “ 1035- 

30 ” and tortile table niter the 33nd Hie- . a'oh’fid/ tlie foilov.-ing : — 
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tiio Englit,h rate from the authorities in England and there will he 

The Indian rate for an income of 
Eb. ..0,000 IS more than half the English rate and a person who 
lias paid income-tax both in the United Kingdom and in India on 
this income, could claim a refund from the English authorities of 
a sum equivalent; to 2 annas 7/12 pies per rupee on his assessed 
income and thereafter could claim from the Indian Income-tax 
authoriti es a r e fund of 4^ pies per rupee of his assessed income. An 
Pn,je~ 27 !~. — — xu nhnrihia.c;_imjhe 

At the beginning hmerl the following words 

lefinul or k ii.ito of the whole of the Indian rate to be set 
again.,!. 

“Es" 23 000*"'"' ‘“P "Es- 30,000" suiMtUc 

IWO “ ’* 

particular ainoum. or suen-puto ui uio , _ 

dom income-tax as is charged to Indian income-tax.™ Th^fate~br 
Indian income-tax paid in respect of the part of the income in 
question having been ascertained, the relief from United Kingdom 
income-tax is granted on that part of the income as charged to 
United Kingdom income-tax for that year of assessment, irrespec- 
tive of the fact that the amount of the United Kingdom assessment 
may be greater or less than the amount of the Indian assessment 
for the corresponding Indian year of assessment or that the amount 
of relief may fall short of or exceed the amount of Indian tax 
actually paid. In other words, under this system of relief no 
enquiry is made in the United Kingdom into any differences of 
basis of computation under the Indian and United Kingdom rules- 
of assessment, provided that it is clear that on whatever part 
of the income he claims relief, the claimant has paid (for 
the Indian year of assessment corresponding to the United' 
Kingdom year of assessment for which relief is claimed) Indian 
tax in respect of his income from that source, however, that incomo 
mav have been computed for the purposes of assessment to the 
Indian tax ; and the procedure in India in determining the balance 
of relief to be given in this country proceeds in exactly the same- 
way. 

(iv) This system of relief is one that was deliberately adopted at 
the conference, the principle followed 'being summarised as follows 
in the report of the United Kingdom Koyal Commission, viz. . • 

“That there will be no interference either by the United Kingd^ or by 
1 Dominion with the basis of assessment adopted by any other part of tne- 
Empire, and further that the settlement should be independent of increases 
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and decreases in rate of tax and alteration in the basis of assessment whether 
in the United Kingdom or in the Dominions. This intention is clearly 
illustrated by the following examples which are given in the report. 


Exam^jlc. 1. — A, a British resident, 
directly from a Dominion whose rate c 
in the £,. A has no other income, and 
varies according to the amount of his 
trate the position ; — 

lot year. 

Tax before relief 
Reiioi .... 

Tax after relief 

2nd year. 

Tax before relief 
Relief .... 

Tax alter relief 


derives a fluctuating unearned income 
f tax applied to that income is Is. 6d. 
his rate of tax in the United Kingdom 
incomo. The following figures ilius- 


United Kingdom. 

Oommion* 

£i ,000 at 3s. 9(1. 

£600 at Is. 6.7. 

£1,000 at. 1 s. fid. 

Nil. 

£1 ,000 at 2s. 3d. 

£600 at Is. fid. 

£300 at 3 s. fid. 

£000 at l.s. fid. 

£300 at Is, Od. 

Nil. 


£300 at is. fid. £000 at Is. fid. 


In this example, although it was the sam© description of income assessed 
each year, there were wide variations in the amounts assessed in the United 
Kingdom and in the Dominion, This might happen owing to different 
methods of computing taxable profit, and the differences are intentionally, 
exaggerated to illustrate the principles to be followed. 

Exam'ple 2 . — B is a British resident receiving as shareholder an income 
of £900 frorn a British Company C which derives the whole of its income 
from a Dominion. In the first place relief will bo given to the Company C, 
and in order to illustrate how this is done, let it be assumed that the Com- 
pany’s profits as calculated for the United Kingdom tax are £60,000, and 
as calculated for Dominion tax £50,000. Adjustment will be mad© to the 
Company as follows : — 


United Kingdom. Dominion. 

Tax before relief £60,000 at 6a. Od. £50,000 at la. fid. 

Relief £60,000 at la. fid. MJ. 


Tax after relief . . . ' . . £60,000 at 4a. fid. £50,000 at la. fid. 

The Company when paying the dividend to B would deduct 4s. 6d. in the 

United Kingdom tax and intimate on the dividend warrant that the 
relief in respect of double income-tax was Is. 6d. in the £. 

Let it be assumed that B’s dividend of £900 is his total income, so that 
his^ proper rate of charge to United Kingdom income-tax is 3s. 9d. He has 
suffered Dominion tax to the extent of Is. 6d. in the £, and his ultimate 
rate of United Kingdom income-tax is 2s. 3d. in the £ (3s. 9d. less Is. 6d.), 
but he has suSered by deduction 4s. 6d. in the £ and he will accordingly be 
repaid 43. fid. minus 2s. 3d. = 2s. 3d. in the £ on £900. 

Example 3 . — D is a British resident receiving £900 from Company G, but 
he has other income arising in the United Kingdom, and his combined rate 
of income-tax and super-tax is Ts. fid. in the £. He is entitled, therefore, 
to double income-tax relief up to a maximum of 3s. 9d. but the whole of the 
Dominion tax (Is. fid. in tho £) has already been allowed to the Company C, 
who deduct 4s. fid. United Kingdom tax on payment of the dividends," and 
no further relief is due. D will, therefore, be assessable in respect of the 
£900 at Is. fid. in tho £, viz., 7s. 6d, less 4s. fid. United Kingdom tax 
deducted, and Is. fid. Dominion tax.” 


{v) It will be noted that in the table at page 273 the amount of 
relief which a company can get under the English Act is at the 
rate of 2 annas in the rupee and that the amount which they can 
claim from the Indian authorities will be at a rate of 1 anna 11^ 
pies in the rupee. The reason for the comparative high rates in 
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luch.'i ;i.s eoinparod Avitii Uic United .Kingdom of the tax on com- 
panie-j is that the Indian rate includes the super^tax on companies 
. wjuie tile Ihiglisli rate does not include the United Kingdom 
Corporation lax. At the same time it must he noted that 
the Imlian rate ol d annas and 111 pies given in the table for 
companies is a rate which in actual practice will never he reached. 
It includes (he d annas and d.l pies income-tax rate including the 
suivliarge of 'do per cent, and the tlat rate of 1 anna 3 pics for 
super-t;)x including the surcharge of ‘25 per cent., but the 

tlat rate of 1 anna 3 pies is never charged on the whole 

of the assessable income hut only on the portion of the income 
in excess of l\s. 5(1, 000. The rate for the portion of the income 
below Us. 5(),(1()() is ml. In order to get at the comparative 
rale, the tax paid liy the company has to be divided by its total 
itteoine. Thus in the case of a company with a profit of 1 
lahh the eomparatixe rate (both income-tax and super-tax} 
would merely he 3 annas and -t pies while the rate in the case 
of a company with a profit of ‘2 lakhs, it would merely be 3 annas 
and 3 pies. Tn both eases a relief of ‘2 anmis in the rupee would 
he obtained in (he United Kingdom and the balance in India. 

U'i) In order to obtain relief in India a claimant is required to- 
siqiply the official receipt for the United Kingdom income-tax 
paid, the notice of assessment in particular showing the basis on 
which the liability has been computed and a certificate of the 
Income-tax authorities showing what relief has actually been 
granted to him in the TTnited Kingdom. 

(riP) 'hhe folhnving are further examples illustrating the method 
to he adopted in calculating relief due under section 49 of the 
Act - 

F,. I'll II, Jill' 7.- .\ rnurrioil inan wilh one oliild, is residont in tko United 

Kiiii'tlinii ; In' li.-is .’i fivoa inoonii' of tU. 10,500 from property in Tndi.'i And 
li.ls no .oilier ineome ; his llatiilily <o (nx is: — 
tn I’ho t' nil 0,1 Kin'tOom. 


;«:.On'^;\ 1 ' 1 o i'nOOlllO 


Porsonnl s\llo\M\nco 
I younei ion f.ir eliil,t 


iwalo inoomo 


H*? A. 
10,. >00 


1’. 

0 


Its. 

•>.000 

067 


Tn Tiiiin. 

Tnoomc-tnx on 
Us. ^..^OO .-it I 
anna pios in th© 
rupeo, Hs. S20-.1-0 


• 2 ,i)o 7 0 0 


T.ixonlho 1st ’j\s. 2,.5.a.t at As. 2 in tho 

J'llp.'O. 

Tux on balanco Un. 5,500 at As. 4 m Hio 


7,S.5.'t 0 
201 10 
1 ..Uo 0 


0 

0 

0 


rnjioo. . ^ • 

♦ I’otal lax (')oforo roliof in rospoet ot Indian , , „ . 

M-'or the ifnvposes of eiilcnliiting “llio appropri.ito rate f 
inx" tins mnoiint is not lo he vedneod by any roliof granted in respect of any 

life assiu'a'iu'o premimn. 
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p Kingdom tax (Rs. 1,666-10-0), divided by tho taxable income 

(Ks 7,8oo) gives an “approprialo rate of United Kingdom tax" of approxi- 
mately 0 annus 5 pics. A iias j)aid Indian income-tax in respect of tho 
sumo income at a rate of 1 ann... 5 jiics in the rupee, that is, a rate which 
than half the United Kingdom rate and tho relief from United 
Kingdom tax will, therctorc, bo a sum equal to tho Indian lato on Rs. 7,833. 

iaramp/e A— B is a bachelor resident in tho United Kingdom with no 
epeiuieiUs and has an earned income of £1,000 a.'isess.iblo to United King- 
om incou’c-ia.x. Ho has no other income and pays income-tax in India in 
respect of the income in fpiestion. His liability to tax js as follows : — 


Unitnd Kingdom. 


Total income .... 


£ 

1,000 

s. 

0 

4. 

0 

Lsss earned income allowunco ono-aixth of £1,00') 

IG-J 

13 

4 

Asso.s'aplo ’noomo . . 


S83 

0 

Q 

XtM Fersonai nlLvtani'O 

. 

loo 

0 

0 

Taxablo income 

• « • * » 

733 

0 

s 

Tax on 1st £17.0 at 2tf. Cc/. 


21 

17 

6 

’I’a-x on fta/ance £IL‘1 at Lt. Cu. . 

. 

139 

10 

0 

*iotal tax (boforo roliof in respect of Indian income-tax) 

101 

7 

6 


The tax (~16l.l7-6) divided by the taxable income (£733) gives an "appro- 
priate rate of the United Kingdom tax’* of As. 5d. or 3.5 annas in tho 
rupee; indian income-tax i.s payable on this income at a rato of 1 anna 3 
pies m the rupee, so that B is entitled to get relief from the United Kingdom 
at tne rate or 1 anna 3 pies in tho rupee (that is, Is. 7(1. in tho pound) on 
-//OO anti there la no balance of relief to be given in India. 

Examiilt 3.—C is a company the whole profits of which are taxed both in 
the United Kingdom and in India. Tho Indian rate of tax paid by the 
company is 3 annas and 11^ pies in tho rupee while tho "appropriate rato 
of United Kingdom tax’’ for the company is 5s.. in tho pound. The com- 
pany can get relief at the rate of 2/6 in the pound (or 2 annas in the rupee) 
in the United Kingdom and on proof of payment of United Kingdom tar 
and of _tho_ grant of United Kingdom relief can claim from tho Income-tax 
authorities in India the balance of relief, namely, 1 anna 11^ pies in the rupee. 

(viii) Corporation profits tax paid in the United Kingdom should 
not be deducted from the income taxed in India for the pm-pose of 
calculating the relief claimed under section 49. 

- {ix} In considering claims for relief under this section in the 
case of companies which are assessed separately in India but jointly 
in the United Kingdom, and one of which makes a loss and the 
other a profit, it is necessary to scrutinise the United Kingdom 
assessment to see how much of the income from each source has 
been taxed. Since one company has made a loss which has been 
allowed in the United Kingdom assessment, it is clear that only 
part- of the Indian profits of the of.her company which has made 
profit has paid tax in the United Kingdom. It is only on this 
part that relief is allowable since that part only has suffered double 
taxation. - 

*For the purposes of calculating “the appropriate rate of United Kingdom 
tax” this amount is not to be reduced by any relief granted m respect of life 
assurance premium. 


trom double lax 
!i:c bocii in. die Lnired bCinu"- 


uiereij provides for relief fi 
• ••oi: ..li i; inocnie iS .i.*ec;:.nrd no 

*“ does uoi; provide for relief in ocher ca^es. 

ihiLuli rax uf i,ia,i)uzj taxed i,i British 
''' /d ' vxaij'hjiiL — }[etiLod of calcnlaUng relief 

f l' “ ''' !^<iCi.i>d Hhouid be foUocved in calculat- 

u** of uix”, a.i deiincii in seccicn dO (d) (6) of the 

rutl-.in nioomi:-:.!.; -Lor ; — 

reo-iin roper- can la charged on she ovhcle of che income, in- 
o-'iinag ci.e n.o ±as are free of ::uper-tan, since under 

ieemm do of cne Imhan Income-can Acc, ir ia ‘kind to be “charged” 
-O rtcoecr of me ror.il income”. TLe resuic is nhac cbe firsir 
..i-cn mc.-ane .a ro l:e r-garded as a single slab charged to super- 
rnn lu :ne eii-.ccn/e race of 6 pies in che rupee. 

'■in lhaa. for cne purpose of doahla income-tax relief, “doubly 
cnargeii” income of any amount exceeding Ss- 50,0C0 can only 
CO namt it either — 


' i; .ncome Lable to super-tax alone, or 
'2' .ncome habie to both income-tax and sirper-tax, or 
I d (' i,i moome liable to both income-tax and super-tax and 
1 b ' Income liable to super-tax alone, 
there can at mesr be only two slabs. There can be no 
part Laiiie to income-tax alone since no income is exempt from 
:uper-t.ax <ilcne. The wheie or a part of the income vrili, of 
course, be Lable to super-tax alone if the whole or any part of 
±e income u exempt from mcome-tax but not from super-tax. 
The relief should be calculated separately on each of the two slabs 
just mentioned. 

This method is that followed by Somerset House, 

Tv9. Ltelief from doiihla tax of incomes taxed in British India 
end :he C aired Kingdom — dlethod of calculating relief in India 
xhere rhere are differences in computing taxable income in the txo 
counrnes. — ^In pracacally all cases the United Eingdom gives relief 
in respect of the income charged in the United Eingdom whether 
chat be or lower than the income charged in the Dominion, 

The corollary of rh r.s is that Dominions should follow the same 
principle. The following method should therefore be followed in- 
computing relief in British India : — 

taj'lf the income as compared in British India Is Maher ot 
lower than that computed in the United Kmadam 
because either (1) particular allowances and dediic- 
tions such as wear and tear diiTer in the two countries 
or fd'i tbs- ceriads of income on whicli yhe tax is 
charired are not identical, relief in British Ii'^dla 
should be caDuIated on the income computed in 
British India, 
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(b) If the difference between the incomes charged in the two 
countries is due to a loss being carried forward in the 
United Kingdom and not in British India, and if 
there is no other cause of variation, the income will 
always be lower in the United Kingdom since the 
carry forward of losses is not allowed .in British 
India. In such cases relief should not be given in 
India on the losses carried forward in the United 


be 




Kingdom. 

(c) If the difference between the incomes charged in the two 

countries is due to the fact that remittances only are 
taxed in British India and the whole income in the 
United Kingdom the remittances alone should 
regarded as having suffered double taxation. 

(d) Where a defined part of the income is exempted from 

or falls altogether outside the scope of the tax in er 
country, for example, interest on tax-free secuiiuos 
in either country, or agricultural income in British 
India, relief will not be allowed in respect of the t£i 
on such part of the income. It may be (hovrevar} 
that the exempted or untaxed part of the income is 
not defined or separable, but forms an eiemem in 
the income doubly taxed. For example, remmirces 
may be made to the United Kingdom hrom _rmmsh 
Indian income derived from both taren mm tm-ires 
sources in British India, and it may mm re mssmle to 
say how much is derived from each. Im emm r 
stances relief will be allowed om o mmr m t 
mittances proportionate to the mrm m the t 
in British India that is derirer mmm. mmmee. 
to tax. The deduction mmxrte r: 

allowed in super-tax asseesmeme in mmirh 
is not to be treated as exemmmmm mmer-rem. 


1112 -' 


(e) In the case of tea-gardens, rehe: mm re rimmei m the 
40 per cent, of the eorrhhmm rmrimmme. emt mm- 
agricultural profits liame m mm mm mmhtmm T- ' : 


123. Belief from double tax m tm . m_ mmei 
and in the United Kingdom — Prmmhmr — hme 
dure should be followed for ihe mmmm mmme;_m . 

taxation in India and in the Ummet tmmmi-m 

Hi) When during an axsesHmem:m_mm_~m 
be entitled to relief on aecmmmmm mm..- mrmm' •' " 
income, the amount of rhemeletrm- „r m m -- 
tax Officer so far a.s is xsmm- mm m- - ^ 
to pay the demand i.m irm mmr-.mmm" 'm 
repsesent the amount tc --rl-- f . 
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the lust instahaem will be that ordinarily fixed for the payment 
ot a demand ot income-tax, while the second will be payable two 
01, It po.ssibio, iliree or four mouths from the date of the notice of 
uemand. it the assesseo produces the necessary British certi- 
iicates and establishes his claim to relief under section 49 of the 
Indian Income-tax Act, 1922, the demand for the second instal- 
ment should be modified by cancellation or reduction or, if the 
relief is greater than the second instalment and the first instal- 
ment has been paid, a refund should be granted. 


124. Relief from double tax of incomes taxed in British India 
and in Indian States. — Arrangements have also been made with 
several Indian States, w'hich le%'y income-tax, for the grant of 
relief from the payment of double income-tax of incomes which 
are taxed both in an}' of these Indian States and in British India. 
Belief is granted in British India at a rate equal to half the Indian 
State rate subject to a maximum of half the British Indian rate. 
The State will grant relief at a rate equal to half its rate of tax. 
The following is a copy of the Notiheation prescribing the proce- 
dure to be followed by persons claiming relief from the payment 
of double income-tax : — 


FINANCE DEPARTMENT (CENTRAL REVENUES). 


Notification No. 25, dated the 1st July 1926 (as subsequently 

amended). 


In exercise of the powers conferred by section 60 of the Indian 
income-tax Act, 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in respect 
of income-tax, in favour of income on which income-tax has been 
charged both in British India and in one of the Indian States 
referred to in the schedule to this notification (hereinafter called 
the said schedule), namely : — 


1. In this notification — 

(a) the expression “State income-tax" means income-tax 

and super-tax charged in accordance with the provi- 
sions of the law relating to income-tax for the time 
being in force in the State concerned ; 

(b) the expression “State rate of tax” means the amount of 

State income-tax divided by the amount of the larger 
of the two incomes on which income-tax and super- 
tax respectively have been charged by ‘the State; ana 

(c) the expressions “Indian income-tax and 

of ta” have the same meantoga ^ 

and (!>), respectively, of section 49 ® of the Act. 
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2. If any person who has paid Indian income-tax for any year- 
on any part of his income proves to the satisfaction of the Income- 
tax Oflficer that he has at any time paid State income-tax in 
respect of the same part of his income, he shall be entitled to the 
refund of a sum calculated on that part of his income at a rate 
equal to half the State rate of tax; provided that the rate at 
which the refund shall be given shall not exceed one-half of the 
Indian rate of tax. 

3. Every application for refund of income-tax under this noti- 
fication shall be made to the Income-tax Officer of the district in 
which the applicant is chargeable directly to income-tax or if he i& 
not chargeable directly to income-tax, to the Income-tax Officer 
for the district in which the applicant ordinarily resides, or if he 
is not resident in British India — 

(0 to the Income-tax Officer of the district or area in which 
he was last charged dhectly to income-tax when so- 
resident, or . 

(ii) if he has never been so resident, to the Income-tax 
Officer of the district or area where the income-tax 
for the refund of which application is made was 
deducted. 

Such application may be presented by the applicant in person or by 
a duly authorised agent or may be sent by post, and shall be in 
the following form : — 

I 

Applications for relief from double income-tax under Notification 

No. 25, dated the 1st Jidy 1926. 

I, of do hereby state that I 

have paid (name of State) State income-tax/income-tax and super- 
tax amounting to Bs. for the year ending 19 on an 

^income of Bs. and that Indian income-tax/income-tax and 

super-tax of Bs. has also been paid on the same 

income"^ /part of the same income amounting to Bs. , I 

now pray for relief at the rate of amounting tO' 

Bs. under Notification No. 25, dated the 1st July 

1926, to which I am entitled. My income from all sources to which 
this Notification applies during the “previous year” ending on 
the 19 , amounted to Bs 

only — see Beturn of income attached/ already submitted. 

Signature 

I hereby declare that what is stated herein is correct. 

Dated 19 

Signature 

*Where the income on which income-tax has been charged differs from 
that on -^vhich super-tax has been charged both arao--nts must be specified. 
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claim to any refund of Indian income-tax under this 
jNotification sliall be allowed unless it is made within one year 
from the last day of the year in which such tax or the State income- 
tax was recovei'ed, whichever is later. 

5. Any person objecting to a refusal of an Income-tax Officer 
to allow a claim to a refund under this Notification or to the 
amount of refund allowed, may appeal to the Assistant Commis- 
sioner. 

I 

6. The appeal shall be presented within thirty days of receipt 
of the intimation of the refusal to grant a refund or of the amount 
•of refund allowed. 

7 . The appeal shall be in the following form : — 


Form of appeal against an order refusing to grant a refund under, 
the Notification of the Gooernment of India in the Finance De- 
partment (Central Reoenues) No. 25-Income-tax, dated the 1st 
July 1926. 


To 


The Assistant Commissioner of 

The day of 19 . 


The petition of of 

post-office district sheweth as follows : — 

Your petitioner applied to the Income-tax Officer for a refund 
under the Notification of the Government of India in the Tinance 
Depratment (Central Revenues), No. 25-Income-tax, dated the 1st 
July 1926 of Es. • The Income-tax Officer has by 

his order, dated the of which a copy is 

refu'^ed to grant a refund 

attached granted a refund of only Ks. 


Your petitioner therefore requests that the order of the Income- 
tax Officer may be set aside and the refund apphed for may be 


gi'anted. 


Signed. 

Grounds of Appeal. 

Form of Yerification. 

I the petitioner named above in the above 

petition do declare that what is stated therein is true to the best o 
my information and belief. 


■i 


Signed. 
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Schedule. 


1. Baroda. 

Madras States Agency. 

2. Travancore. 

2- A. Cochin. 

Oeriiral India Agency. 

3. Dhar. 

3- A. Makrai. 

Punjab States Agency. 

4. Patiala. 

5. Bahawalpur. 

6. Jind. 

7. Kapur thala. 

8. Loharu. 


United Provinces. 

12. Benares. 

Eastern States Agency.. 

13. Baster. 

14. Banker. 

15. Eaigarh. 

16. Jashpur. 

17. Sarangarh. 

18. (Omitted.) 

19. Kawardha. 

20. Khaii-agarh. 

21. Korea. 

22. Nandgon. 

23. Chhuikhadan. 


8- A. Maler Kotla. 
8-B. Mandi. 

Bombay. 

9. Sachin. 

10. Akalkot. 


24. Mayurbhanj. 
24- A. Patna. 
24-B. Sonpur. 
24-C. Kalahandi. 
24-D. Eairakhol. 


11. Phaltan. 


24-E. Baudh. 


11-A. Chhota Udepur. Punjab. 

11-B. Pamdurg. 25. Baghat. 

T ** ^ TTrxllm'nnv 

Page 2S3— 

After item “ 24-E— Boudh ” insett “ 24-P— Seraik.-Ia 

(Correction. List Ko, 2, 

.... _ ... Luio uj lucuiuiifi iiixtiu in, uriziSH India' 

and Ceylon . — As a result of the introduction of income-tax in 
Ceylon with effect from 1st April 1932^ arrangements have been 
made with the Ceylon Government for the grant of relief in cases- 
where the same income has been subjected to Ceylon ta.x as well 
as Indian income-tax. Belief is granted in India to the extent 
of half the Ceylon tax calculated on that part of the income on 
which relief is admissible under the Ceylon Income-tax Law or half 
the Indian income-tax on the same part of the income, whichever 
is less. It will be observed that relief is based on amounts of tax, 
not on rates of tax. The notifleation prescribing the procedure- 
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to be followed by persons claiming relief from double income-tas 
IS reproduced below ; — 

FINANCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. 14, dated the i2nd April 1932, 

In exercise of the powers conferred by section 60 of tlie Indian 
Income-tax Act, 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in respect 
of income-tax in favour of income on which income-tax has been 
■charged both in British India and in Ceylon, namely : — 

(1) In this notification — 

(a) the expression “Ceylon tax” has the meaning assigned 
to it in section 15 (1) (h) of the Ceylon Income-tax 
Ordinance, 1932 (2 of 1932), 

(h) the expression "Indian income-tax” has the meaning 
assigned to it in clause (a) of section 19 (2) of the 
Indian Income-tax Act, 1922 (XI of 1922). 

(2) If any person, who has paid Indian income-tax for any year 
on any part of his income, proves to the satisfaction of the Income- 
tax Oificer that he has paid Ceylon tax for the corresponding year 
in Ceylon, he shall be entitled to the refund of a sum equal to half 
the Ceylon tax calculated on that part of his income on which 
relief is admissible under the Ceylon Income-tax Law, or to half 
the Indian income-tax on the same part of his income, whichever 
is less : Provided that where any person is entitled to a further 
relief in British India on that part of his income on which relief 
is admissible under the Ceylon Income-tax Law on account of its 
having been also taxed in some other country besides Ceylon, the 
relief in respect of the Ceylon tax shall not exceed the ditference 
between half the Indian income-tax and such further relief as may 
have been gi'anted in British India owing to that part of his income 
having been taxed in some other countiw besides Ceylon, 

(3) Eveiy application for refund of income-tax under this 
notification shall be made to the Income-tax Officer of the district 
in which the applicant is chai'geable directly to income-tax or if 
he is not chargeable directly to income-tax to the Income-tax 
Officer of the district in which the applicant ordinarily resides, or 
if he is not resident in British India — 

(i) to the Income-tax Officer of the district or area in which 

he was last charged dhectly to income-tax when so 
resident, or 

(ii) if he has never been so resident, to the Income-tax 

Officer of the district or area where the income-tax 
for the refund of which application is made was 
deducted. 
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Sucli application may be presented by the applicant in person or 
by a duly authorized agent or may be sent by post, and shall be 
in the following form : — 

Application for relief from double income-tax under Notification 
No. 14, dated 2nd April 1932. 

I, of do hereby state 

that 1 have paid Ceylon tax amounting to Es. for the year 

ending 19 , on an income of Es. and that Indian income- 

tax/iucome-tax and super-tax of Es. has also been paid 

on the same income^ /part of the same income amounting to 
Es. . I now pray for relief of a sum of Es. under 

Notification No. 14, dated 2nd April 1932 to which I am entitled. 
My income from all sources to which this Notification applies 
during the “previous year’’ ending on the 

19 , amounted to Es. only — see Eeturn of income 

attached/already submitted. 


Signature 

I hereby declare that what is stated herein is correct. 

Signature 

Dated 19 . 

CD No claim to any refund of income-tax under this notification 
shall be allowed unless it is made within one year from the last 
day of the year in which such tax or the Ceylon tax was recovered 
whichever is later. 

The following points should be borne in mind in regard to the 
grant of relief in British India in respect of income taxed in British 
India and in Ceylon. 

A.— TAX. 

<» 

It should be remembered that : — 

(1) Under section 45 (4) (b) (1) of the Ordinance, “Ceylon 

Tax’’ does not include, for purposes of relief either in 
India or Ceyoln, the additional 2 per cent, charged on 
non-resident companies under section 20 (6) of the 
Ordinance. 

(2) “Ceylon Tax” does not include, for purposes of relief 

either in British India or Ceylon, tax on interest or 
other charges on income included in the Ceylon assess- 
ment [Ordinance section 45 (4) (b) (ii)]. 

^When the income on which income-tax has been charged iUih;r4 hf/m on 
which super-tax has been charged hoi,h amounts must be specified. 
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( 3 ) 


personal Super-Tax, both in 


(4) 


“Indian Tax” includes 
Xndia and Ceylon. 

mpanfes Xmsffe ^ Super-Tax aa 
shareholders. Ceylon will adopt the sle 

tion or to the amount of retod allowed 
to the Assistant Commissioner ’ 

of‘ thf ‘i 'vithin thirty days of re 

cetpt of the intimation ot the refusal to grant a 

(7) The appe" rhall\“e1oSg“' 


To 


Form of appeal against an order reiumia to nrnnf n ..-t 

wider tlj-e NoUfication of the Government of Indium 
III finance Department {Central Revenue!) Ko ll 
Income-tax, dated the 2nd April 2982. ' 


The Assistant Commissioner of 
The day 


of 


19 


The petition of 
post-office 
follows : — 


of 


district sheweth as- 


Tom petitioner applied to the Income-tax Officer for a refund' 
under the Notification of the Gox'-ernment of India in the Ninance- 
Department (Central Eevenues), No. 14-Income-tax, dated the 2nd 
April 1932 of Es. . The Income-tax Officer has by 

his order, dated the of which a copy is attached 

refused to grant a refund 
granted a refund of only Rs. 


Your petitioner therefore requests that the order of the Income- 
tax Officer may be set aside and the refund applied for may bs' 
granted. 

Signed. 


Grounds of Appeal. 
Form of Verification. 


the petitioner named above in the above- 
petition .do declare that what is stated therein is true to the best of* 
my information and belief. 


Signed. 
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B— “PABT OP HIS INCOME” (INDIA). 

“HIS INCOME EEOM ANY SOUECE” (CEYLON). 

Belief of half the smaller tax (both countries). 

(1) As the British Indian Notification No. 14 (Finance Depart- 
ment — Central Eevenues), dated the 2nd April 1932, is drafted, 
rehef is to be allowed in British India “on that part of the income 

s on which relief is admissible under the Ceylon Income-tax law”. 
The practical result of this is that the expressions “part of his 
income” in the Indian notification, and. “his income from any 
source” in the Ceylon Ordinance, refer to the same thing, and the 
British Indian relief is automatically regulated by the Ceylon relief. 

The British Indian and Ceylon authorities alike will ignore in 
granting relief all differences between the computation of the 
• income in the two countries due to — 

(o) Certain expenses being allowed in one country and not 
in the other. 

(b) The allowances for depreciation being higher in one 

country than in the other. 

(c) Depreciation being earned forward in one country and 

not in the other. 

(d) Losses being earned forward in one country and not in 

the other. 

(e) The fact that assessment is made on the “income arising” 

in one countiy and on “remittances” in the other. 

if) The fact that the assessments are based on different 
accounting periods in the two countries. 

(g) Where a Tea Estate is taxed on 40 per cent, of its profits 
in British India and on the whole profits in Ceylon, 
there will be only one source of income from the 
Ceylon point of view and the relief allowed in each 
country will be half the lower amount of tax ignoring 
this difference in the basis of assessment. 

(2) No relief can be given unless tax is paid for the same year 
in each country on the source in question, e.g., in the first year of 
a business, tax will be levied on its profits in Ceylon but not in 
British India : in the year after a business ceases, its profits will 
be liable to tax in British India but not in Ceylon. No relief can 
be given in these cases. 

C.— “ANY PEESON”. 

(D In Ceylon, the income of married women is treated as that 
of their husbands. If the wife is separately assessed in British 
India, on the same income she will be entitled to relief in British 
India. 

I 
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(-) Partnership. —Ceylon charges rax on individual partners 
r i ships at all. difficulty will arise in British 

India in regard to registered Firms. If partners of an nnreffis- 
teiod turn are assessed in Ceylon and the firm is assessed in India, 
the partners will be entitled to relief in, British India and direct 
assessments should be made on them for the purpose 


SHABEHOLDEBS. 


(1) A resident in India has dividends from a Company in Ceylon 
froin which Ceylon tax is deducted at source. He is assessed in 
India on those dividends, as may in certain circumstances happen. 
He will be entitled to relief in India. 


* A resident in C^eylon is a shareholder in an Indian Company 
■Und IS taxed on its dividends in Ceylon, The Company is taxed, 
only in India. Ceylon will rgeard him as having suffered Indian 
tax indirectly. He will be entitled to relief in India. 

126. Limitation of claims for refund. [Section 50.)~~[i) Claims 
for refund are admissible if made within 12 months from the last 
-ilav of tiie calendar vear in which the tax was recovered or before 
the last day of the financial .year commencing after the expiry of 
the “previous year’’ as defined in section 2 (11) of the Act in 
which the income arose on which the tax was recovered, whichever 
period may expire later. This limitation applies also to refunds 
of doable income-tax (section 19). The date of recovery in this 
case i.s, of course, the date of recovery of the tax in India. Since 
however there is often very great delay in settling assessments and 
claims to relief in the United Kingdom, provisional claims for 
double income-tax relief unsupported by proof that relief has 
actually been obtained in the United Kingdom may be accepted 
if presented within the limitation period if the assessee definitely 
undertakes to produce such proof as soon as relief in the United 
Kngdom has actually been obtained. When this undertaking is 
punctually fulfilled the claim may be treated as one presented in 
due time. Claims to refund under section 49 may also be admitted 
after the expiry of the prescribed period, if the applicant satisfies 
the Commissioner, or an Assistant Commissioner specially em- 
powered in this behalf, that he had sufficient cause for not making 
the claim within the period. 


(it) This section should be interpretedyas illustrated below in 
dealincf with claim for refund of tax on dividends. Taking the case 
■of a shareholder in a company which declares a dividend in January 
1929 if he is directly assessed and is a person who does not keep ac- 
counts, or whose “previous year” is the 
ment can be made whenever he is assessed m the 
April 1929 to March 1930, while an application ™ 

he entertained at any time up to 31st December 19o^ 
accounts and his “previous year runs, say, from October to 



289 


[P. 126-129 


•September, an adjustment can be made in the course of assessment 
•during the financial year 1930-31. An application for refund can 
also be entertained up to 31st March 1931, Where the shareholder 
•keeps accounts on the cash basis, the relevant date is the date of 
•receipt and not the date of declaration, and the foregoing instruc- 
tions have to bo read subject to this modification. 

127. Appeals against refusal to grant refunds . — Section 50-A 

gives a person aggrieved by an order of an Income-tax OlBcer re- 
fusing to allow a refund or granting a refund of an amount less than 
what he has claimed under section -18, -IS-A or 49, the right to 
appeal to the Assistant Commissioner against such order. The 
appeal should bo presented within 30 days of the date on which* 
the order was communicated to him. The appeal should be in 
the form prescribed for the pur[X)se and verified in tlio prescribed 
onanner. Before passing any order on such appeal the Assistani 
Commbi.ioner should give the assessee an apportunity of beind 
.heard. 1 

128. Prosecution for offences. (Sec also paragraph S7 ). — Proseo 
■cution of assessees for ofTenccs under sections 51 and 52 cannot 
•commenced except at the instance of an Assistant Commissioneii 
and the Assistant Commissioner, is. under section 53, empowered 
to stay any such proceedings or compound any such offence. Thit 
power of compounding an offence is one that can be exercised no- 
•only after proceedings have been commenced, but before proceed 
ings are instituted at all. 

12‘3. Income-tax records to be kept confidential. (Sectio^y 
-54), — (i) While the Act of 1918 merely penalised the disclosure bjr 
•a public sen^ant of the particulars contained in any statement oe 
reurn furnished under the Act, section 54 further penalises thi- 
•disclosure of any particulars contained in any accounts or doerf- 
ments produced under the Act or in any evidence given or deposiy 
•tion made in the course of proceedings under the Act or in anjf 
record of an assessment proceeding or proceedings for recovery 
a demand, and debars the Courts from requiring public servants tj, 
produce income-tax records or to give evidence respecting the saxaeb 

(ii) The provisos to sub-section (2) contain provisions stating 
what particular cases information .may be disclosed. The effect 
the provisions is that informaton obtained in connection witij ih]/ 
assessment of incomes and recover}' of the tax may be diecio^ed 
public servants to such persons only as act in the ez&culion rj tl ^ 
Act and where it may be neeessary to disclose the sa-ne to them fc 1 
the purposes of the Act, or in order to, in the course of, a frootc’Jr 
■.tion for perjury committed in connection with 
•the Act. The production before a Court of any declara': 

tion or affidavit filed, or the record of any statement ■dejx/itid’ 

' made in a proceeding under section 26-A, or the rf 
iby a public servant in respect thereof ig aW 

I £ 
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niUo ■ l,„ r of extending the- 

! o V ■ Z 1? f “ ,P"'''“ ='=™0‘ “ P“«o™oe of the 

by iliixturo Prnvif 7 Z service of a notice 

cni- r \ , 0'‘®0 (oo) authorises the disclosure of any parti- 

t}w hi*^r f" -fncome-tax record which is occasioned by 

Tmi;, . q! ^ servant of his powers under thi 

InlKin Stamp Act, to impound an insufficiently stamped docu- 
ment. Apart from these _ particular cases it is essential that all' 
lecorus should be kept strictly confidential, and, in particular, the- 
practice _ in certain provinces of furnishing information to local 
authorities, who impose a tax on “circumstances and property” 
or .1 local income-tax, of the details of assessment made by the- 
inconie-ta.x authorities must cease. This prohibition applies equally- 
to fuiui.sliing such information to other Government departments. 

(ill) For the meaning of the phrase “public servant” see para- 
graph 9. 


130. Super-tax. — (i) The provisions of the Act regarding income- 
tax otlier than those specially excepted in section 58 apply also to- 
super-tax which is merely, as stated in section 55, “an additional 
duty of income-tax”. Super-taxis levied at the rates specified iui 
the Fin.ance Act (at the end of Part I of this Manual). 


(ii) The super-tax on companies is levied at a flat rate on the- 
whole of the profits of a company. This tax on companies, which- 
takes the place of the tax formerly levied at a graded scale of rates 
on the “undistributed profits” of a company, is levied on the com- 
pany as such on account of the special privileges which companies- 
enjoy by statute in the shape of corporate finance and limited, 
liability. No refund on account of super-tax on companies is, 
therefore, allowed to shareholders. 


(ill) Apart from the tax on companies which stands in a class by 
it.^elf, .super-tax i.s levied on a scale of graduated rates. While in< 
the case of income-tax the different rates are applied to the whole- 
of an assessee’s income, the different rates of super-tax 'are levied' 
on .succe.ssive “slices” of income, i.6., on the portions of an- 
assessoe’s income in excess of certain limits or the portions lying 
between certain limits. 

(iv) Hindu undivided families are treated for purposes of super- 
tax, as for income-tax purposes, as separate assessees. 


(v) Unregistered firms are also treated as separate assessees. 
Where, however, an unregistered firm itself is not assessed to^ 
super-tax (e.g., if its assessable profits are less than Es dU,uuu;, 
in that case only is the income which any inffividual member o± an. 
unregistered firm receives from the firm mclnded in his total mcome 

(uO Eegistered firms are not assessed to super-tax, but the shares-; 
of par nerf in registered firms are included in the ^tal mcome of 
the individual partners on which super-tax is levied and similarly 
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the dividonili^ oi ^^inueluiUler.-i ixveixfd iVum companies arc iiu-huU-d 
ill the individiKil iucoino of tho.-e sjuiroholdcrH. 

iah) 'I'he lax is levied on “total ineonie" and “total ineomo" in 
all cases means exactly the s.«nu; thing as total income calculated 
for income-tax purjio.-es with the solitary exception that where an 
unregirtereii lirm is itself as.-essed to snper-tax. tlie share of the 
profits of u memher of the, unregistered firm is exeluded from his 
total meome for snjier-tax purposes. 

131. Dcdticiion oj super-tax at the source . — (i) One of the ex- 
ceptions to the general rule that super-tax is recovered by tisies.-,- 
ment of the person liable is that provided in sections Id (3A) to (31)) 
and 57. 'I’hat provision is rendered necessaiw owiin,' to the difticulty 
of obtaining income-tax and super-tax from non-re’^idents. .'Section 
57 (1) provid<‘S that in order to recover super-tax trom the sliaie 
of the profits of a partner in a rc'pstercd firm, who is not resident 
in British India, the resident partners are thenindves jointly and 
severvahy liable to pay the super-lax due from the non-rc'-ident in 
xespccl of his .^hare. Section IS (3Ai aiuhori cs an Incmnc-t.ix 
Officer.'s to require the person rospon.-ihle for itttcn’.-t not 

being 'Interest on securities’ to deduct income-tax and . ujv.‘r-f jx 
at the time of payment of such inierosl to a non-n- almt , if the 
amount in any year exceeds the inaxiinum .unoiim v.'jch i n>it 
chargeable with super-tax, at tlie rales d''!rnninct] iiy ,h)m n. 
applicable, to the total income of such pi-r.-on in thit rmlcr 

section 18 (3B) where the person losjionsihl.' for t t\mg any mt'a’c t 
7iot bcinfj interest on securities to any p.-r-on ppva to tl.sf 
in any year an amount of such inten-e t"-:'-''! ihu : in t.h<* *, 
the maximum amount which is not n.rh 'u-'r-t 

person re.sponsiblc for paying such iiUcn"; ;{ tp.- r- 

is not known to be a resident and no on!* r urn!* r < ' ts-j) 1 
has been received from (he Income-tax (ffi-'-r m n ' , 
recipient, deduct at the time of payment iis < •;,* •! .x \~u 'i 
amount of such interest at the me api :oj i.-ati' to m-p ■ 
super-tax on the amount by which .Mi tu d x, c. j.', 
amount not chargeable with stiper-Mv a; ti.- r it-.- .uucu'c iPC t 
•excess 


? "i fill 

f r, * I • » 

! *' nt 
1 ■ *.'l \) 

' 1, li 

■' t-c. il 
d .U.'d 


IX <ij; 
ui - r-t 


(ii)_ Section 18 (3C) authorhts ait 
the principal officer of a company to (.I'lli-r* 
•determined by him from the Jividmdi i Iv .id,- • , 
shareholder whose total income is c-v/ , ctad n, 

-amount which is nor chargeable to -uj , r-t.. . ’ qy, 
the effective or average ram of ,.,»Kr-:Px- - r,.., : 
“total amount of socer-tn' dn,. fn rt ' V •' 
ealculatei ' Th« :l. "P " . 
total super.faz iv ti- toM t ^ ‘ ^ , 

*0 all pertoas 


r 
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P f at that rate from whatever divia^nds they pay, 
l i " ordinarily be resorted to where the nol- 

^S^ent in India to whom these interest 
payments or dividends are paid and through whom he can bfr 
assessec. to income-tax and supei*-tax in the ordinary way under 
section 43 of the Act, but this section should be employed where 
special circumstances render it necessary, e.g., where a non- 
resident has resorted to some dewce by which such proceedino-s 
have been rendered infructuous. Any such case 
should be reported by the Income-tax Officer concerned to 
the Assistant Commissioner of Income-tax whose orders should be 
taken before proceeding under this section. 


(ni) Section 18 (3D) makes a principal officer of a company liable 
to deduct any super-tax due on dividends payable to a shareholder 
whom he has no reason zo believe to be resident in British India. 
The liability under this section and section 57 (1) merely attaches 
where the amount of the profits or dividends payable to the non- 
resident partner or shareholder together with the amount of any 
income-tax payable by the company or firm in respect thereof is 
taken by itself liable to super-tax on the assumption that it re- 
presents the whole income of the non-resident partner or share- 
holder. It should be observed that if for example dividends are 
paid half-yearly and the combined amount of the two payments 
in any year and the income-tax thereon exceeds the minimum 
liable to super-tax though the first payment including the income- 
tax on it taken by itself does not exceed it, the principal officer is- 
bound to deduct the super-tax on such excess from the second pay- 
ment, The Act does not require the resident partner or the princi- 
pal officer to obtain from the non-resident partner or shareholder 
a statement of any other income that may accrue to him in 
British India. Where there is reason to believe that there is 
such other income it will be necessary to rely on the provisions 
of sections 42 and 43 of the Act or section 18 (3C). In the case of 
companies the obligation to deduct applies only to dividends and 
does not apply to other sums which a non-resident may receive 
from the Company by way of interest on debentures or remuner^ 
tion such as Director’s fees. If the non-resident is himself 
assessed through an agent, sub-section (2) of section 57 provides, 
that amount deducted at the source in this manner shall_ be taken 
into account in determining the amount payable by him in respect 
of any other income. 


132. Super-tax. Deduction at source from dividends of ^on- 
resident shareholders . — Section 18 (3D). 
of shares are registered in the names of banks, and he d y i 
behalf of the real owners for various 
have no proprietary or beneficial interest therein. The 
dlSdents on a block of shares in a single company thus held by 
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provision in previous 

■>n. i i^) <‘no\\ecI a system of composition of assessment and 
enabled the Income-tax OIQcer under specified conditions to enter 
into composinons n’itli assessees has been omitted from the present 
Act. :so compo-'ition of assessment can, therefore, now be made 
uUliough auy composition entered into before the present Act came 
into force must be given effect to for tlie period for which the 
agreement was made. 


136. Assessiiient of income-tax on married women. — (i) Although 
tlieie is no specific provision to this effect in the Act, a married 
womati is cJiargejible as if unmarried and has to be separately 
asses.^ed in respect of her separate income. 

Hi) Pension received from funds such as the Indian Alihtary Ser- 
vice Family Pension Fund by a widow on account of her children, 
and on account of herself are distinct and separate from one another. 
The pension of a minor orphan paid to his or her mother or a 
duly appointed or recognised guai’dian should not be included in 
the taxable income of the mother or guardian for the pm'poses of 
income-tax assessment. 


137. Method of serving notices or requisitions. — {i) Under sec- 
tion 63 of the Act a notice or requisition may be served either by 
post or in any manner provided for the service of summons under 
the Code of Civil Procedure. The words “by post’’ under section 
27 of the General Clauses Act, 1897 (X of 1897), mean “by regis- 
tered post’’, 

(ji) Section 63 (2) specially provides that in the case of firms or 
Hindu undivided families a notice or requisition may be addressed 
to anv member of the firm or to the manager or any other male 
member of the family. 

138, The determination of the Income-tax Officer hij whom an 
assessment is to be made. — (0 While for the reasons given in para- 
graph 35 every Income-tax Ofllcer is, under section 64 (4), vested 
with all the powers conferred by or under the Act on an Income- 
tax Officer in respect of any income, profits or gains accruing or 
arisiu" or received within the area for which he is appointed, the 
question of the Income-tax Officer by whom a particular assessee 
is to be assessed has to be determined in accordance with the pro- 
visions of sub-sections (1) to (2) of section 64. Under those 
sions. if an assessee carries on business, he has to be assessed by 
the Income-tax Officer of the area in which his principal place of 
business is situate ; in all other cases an assessee has to o 
assessed by the Income-tax Officer of the area in which he resides- 
Where there is any doubt or dispute on any such question me 
question is to be finally determined by the Commissioner of tUe 
province in which the areas are situate. Where the areas are 
situate in more than one province, the question is to be determined 
by the Commissioners of the provinces concerned m consultation. 
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and, where two Commissioners are not in agreement, the question 
will be determined by the Central Board of Bevenue. In all cases 
•of dispute, however, before any such question is determined, the 
assessee must be given an opportunity of representing his views. 

(ii) If an assessee whom an Income-tax Officer is seeking to 
.assess challenges his jurisdiction on the ground that the assessee’s 
principal place of business or residence is in a different income-tax 
circle, the Income-tax Officer should at once report the case to the 
Commissioner for orders. Even if the Income-tax Officers of the 
various circles concerned are in agreement as to the proper place 
■of assessment, they are not competent to decide finally where the 
assessment should be made unless the assessee acquiesces in their 
decision. If he disputes it and the alternative places of assess- 
ment are all in the same Province, the Commissioner of Income- 
lax of that Province can finally determine the place of assessment. 
If alternative places of assessment are not situated in the same 
Province, it is not necessary for the Commissioners to refer the 
case to the Central Board of Pevenue, unless they hold different 
wiews. 

(ui) It is not necessary for an assessee who disputes the jurisdic- 
tion of the Income-tax Officer either to move the Commissioner 
himself or to ask the Income-tax Officer to do so. Whatever the 
•assessee does or proposes to do, therefore, the Income-tax Officer 
should take the Commissioner’s orders at once whenever his juris- 
diction is challenged, 

(iv) As the question of jm'isdiction must be decided before any 
assessment can be made , the Income-tax Officers and Commissioners 
should deal with all questions arising under section 64 as expedi- 
tiously as possible. 

139 . Reference to High Court. (Section 66). — (i) Under the Act 
of 1918 a reference to the High Court on a question of law might be 
made only if the head of the income-tax department in a province 
saw fit He was not required to make any such reference on the 
application of an assessee if satisfied that the application was 
frivolous or that a reference was unnecessary. Under section 66 
•of the Act, the Commissioner of Income-tax has no longer power 
to withhold a reference on these grounds but is required to state 
a case to the High Court on the a.pplication of an' assessee. In 
■ order to provide against frivolous or unnecessary applications, sub- 
section (3) requires that every such application shall be accom- 
panied by a fee of Es. 100 or such lesser sum as may be prescribed 
by rule made by the Central Board of Eevenue (no lesser sum has 
yet been prescribed). In order to safeguard the revenue, sub- 
section' (7) provides that the fact that a case has been stated to 
the High Court shall in no way stop the collection of the tax from 
the assessee. 
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u cast;. The rights of an ussesseo in ca.ses where the Commissioner 
refuses to stale a case on the ground that tltc application under 
section (U) was time harreU, are .^et forth in sub-scetions (<3A) 
and (TA' of section Gth 

ivii) Where an .Assistant Commissioner, hearing an appeal 
against, an order purporting to ha.ve beott made tntder sub-section id) 
of section ‘2.'), dismisses the apjtoal on the ground ihiit the tissossrncnt 
we.s rigiitiy made imdt;r that s',ih-;-eciion and that tlierefore no- 
appeal lies, the order dismissing the tiiiiteal is an order under section 
31 within tite meaning of suh-.artion . (2) of section GG and tho 
;iss<*s'cc is tlti'i'chiff cutitlcil to retpiire the Commissioner to refer 
to the Ilieh Court a.nv (juestifm of law arising out of such order. 

(ciii) 'J’he (.\)mmissioner re.t;iins the power to state a- case to the 
High Court on his t)wn motion or on a reference from any income- 
tax authority subordina.ie to him. Xo authority other than the Com- 
missioner i.s authorised to state a case for the High Court. 

(t.r) The application for a reference must be made by the as.sesseo 
within sixty days of the da.ic on which he is served with notice 
of an order by an Assistant Commissioner under .section 31, or by 
a Commissioner under section 32, or of a decision by a Board of 
lleferees under section 33-A, and the reference to the High Court 
must bo made by the Commissioner within sixty days of the receipt 
of the application. 

(.c) Under section GO-A, an appeal lies to the Privy Council fronr 
any judgment of the High Court delivered in a reference under 
section GG if the High Court certirie.s that the case is a fit one for 
appeal. 


140. Computation of periods o; liniilation. {Section 67-/1.) — 

(1) In computing the period of limitation prescribed for an appeal' 
under section 30 or 32 or for an application under sectioi] GG, the 
day cn which the order complained of was made and the time 
requisite for obtaining a copy of such order shall be excluded. 
The application or appeal must however be filed not later than the 
last day of the period of 30 or 60 days, as the case may be, so- 
computed. 

(if) Under section 21, the return must bo filed on or before the- 
30th April. Under section 22 (2), if notice is received on May 1st, 
and the time specified in the notice is thirty days, the return must 
be made at least on May 31st. Cases under section GG (3) are for 
the High Court to deal with. 

141. Assessment of insurance companies. — (i) Under section 59' 

(2) («’) special rules, have been made prescribing the manner in 
which and the procedure by which, income, profits and gains, shall 
be arrived at in the case of insurance companies. The rules so- 
made are rules 25 to 32 while rule 35 deals with the particular case 
of non-resident companies. 

Hi) Under these rules the income, profits and gains of life 
assurance companies incorporated in British India are determined! 
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by taking the annual average of the total profits disclosed hv 
last actuarial valuation adding thereto any ^deductions made “from 

t T 1“ * ¥ Income-tas Act and adding also any Indian 
from or paid on income derived from invest- 
received. If the Indian income-tax de- 
ducted at the som-ce from interest on investments exceeds the tax on 
calculated, a refund is permitted of the amount by 
■which the deduction from interest on investments exceeds the tax 
payable on profits. The same provisions under rule 26 apply also 
to the determination of the income, profits and gains derived from 
"the dH'iitiity and cGpital redemption business of life assurance com- 
panies, the profits of which can be ascertained from the results 
of an actuarial valuation. 


{Hi) Por the pm'pose of refund in such cases it is the annual aver- 
nge of the tax deducted from the interest on the company’s invest- 
ments at the som’ce that is to be taken and not, as has been some- 
times claimed by insurance companies, the tax actually paid dmdng 
a particular 3mar of assessment. The reason for this is obvious. 
The method of assessment based on the previous valuation is itself 
a concession which, if the companies wish to enjoy, they must taka 
as a whole. If there were to be a subsequent re-adjustment with 
reference to any of the transactions in the current actuarial period, 
this would have to be made after the period was closed with re- 
ference to the transactions of the company as a whole during that 
period, but this course would obviously not be suitable as it would 
mean very long deferred adjustments. 


(iv) In other classes of insurance business (fire, marine, motor 
oar, bm'glary, etc.), an annual calculation of profits is practicable, 
and rule 29 provides in the case of those particular businesses for the 
method of treating sums placed by companies carrying on some or 
all of these branches of insurance business to reset ves for uttexpited 
risks. The reasons underlying the concession granted in this rtilo 
should be carefully noted. The profits derived, for instance, b_v a 
Fire Insurance Company from the premia which it receives cannot 
be finally determined until the policies issued in return for tie 
premia have expired and the risks to the company thereunder ta%e 
terminated, and, as the periods during which the risks endure wiU 
not ordinarilv coincide with the period on which the assobsment o 
income-tax is based, it is necessary to frame some estimate ot tiio 
■expenditure which the company will be called upon m incur o\s in., 
to the fact that the risks covered by its premium income ‘ ^ 
years of assessment have not entirely coaled, u i i 
guards to prevent manipulation of the accounts, t ua ^ ,, 

■equitably be made by treating sums placed by 
can-ying on these classes of business to then mc-ervu • 

risks as expenditure incurred solely for the purpose o •• “ 

uvo&ts of the business. And where, as not mtrequentl> (xuir.>. 



r p. 141 


299 

the rosLTVo dividod into two paiiK oi whidi tltc first is intended 
to cover normal nnexpiivd rislcs and is generally reckoned at a 
fixed percenta.ge of the preiniuins, and the second is intended to 
cover exce[)tional from widespread calamities, tlic rule allows 

this treatment to additions to both pa.rts of tla; reserve. The safe- 
guards again.-^t abuse which the rule impose.-, are as follow.s : — 

ft) All .Sinus on a<‘count of unoxpired risks, wiiich a company 
wislies to have treated as expenditure for income-tax 
or .super-tax pur[)osi's. must actually he credited to a 
J'’und in the accounts of the company; 

(•2) I’hey nni.-c also he spocifnai'ilv appropriated to moot liaiii- 
lities under existing contracts; and 
(.■)' The contraets must he with })olicy-holder.s. 
iv) The only other fund established hy insurance companies for 
whicti special jnovi.sion is made in the rules (Lvule 30) is the In- 
ve.stmout Iteserve Fund. Amounts actually credited hy an in- 
surance company of any kind m the ordinary accounts of its 
business for the accounting period to its Investment Reserve Fund 
for the pnr[,ose of meeting depreciation in the value of its securi- 
ties can he treated as ex^vudituro incurred for the purpose of 
earning the profits of the husinos.s in determining the taxable 
income of the insurance company in that year. The reasons for 
this departure from the general rule that rosen’es are not allowed 
as a business expense are as follows : — In the first place it may 
be noted that those adjustments are not optional, the company is 
required to make them in order to ensure that its assets are not 
overstated in the valuation. The transfer of suras hy a Life 
Assurance Company to Investment Reserve Fund differs, more- 
over. essentially from the placing of amounts to reserve by a bank 
or ordinary commercial company, either for the purpose of extend- 
ing its business, or for the provision of additional working capital : 
the sums thus placed to reserve arc practically speaking composed 
of undistributed profits. There is also a substantial difference 
between this transaction on the part of an insurance company, and 
that by which a bank wu-itos oft ‘he depreciation of the securities 
which it holds. A bank meets depreciation by reducing its Reserve 
Fund ; a Life Insurance Company meets it by reducing its Life- 
Assurance Funds, and this reduction may be made either by writing 
down its assets or by leaving the assets unaltered, and setting up- 
as a liability an Investment Reserve Fund equal to the deprecia- 
tion. The latter course is usually adopted : but in both cases the 
depreciation is a loss, and to tax the amount of depreciation would 
lead to the anomalous result that the greater the loss to the company 
the greater would be the amoiant which it is required to place to- 
its Investment Reserve Fund, and consequently the greater the 
tax it would have to pay. 

ivi) On the other hand should the accounts show a credit for- 
“appreciation” of asset?, rule 30 ]uovides for such appreciation^ 



300 


P. 141-142] 

“as Ija^ been otherwise taken into 
ci rule 30 mean “having been 
account ^ Assurance Fund or otherwise taken into 

(tjji) Ihe fLCison for the use of the word “may” instead of 

f I j ^hat while the concessions con- 

tcncd by tnese rules should be granted as a general practice the 
incQuie-tax authorities retain a discretion to refuse them v/here the 
coiU’cssion.s have been abu.sed. 

iviii) Conipanies carrying on Dividing Society or Assesstnent 
busine.-^a are in a dilterent position to the insurance companies pro- 
per in that ihe^/ have not to build up iunds similar to the Life 
Assurance Lund of ordinary Life Assurance business, and their 
profits are not ordinarily ascertainable by actuarial valuation. It 
IS necessary , therefore, to fix some arbitrary method of determining 
the taxable income of companies transacting these kinds of business, 
and under rule 31 this is done by taking 15 per cent., of the pre- 
mium income in the “previous year’’. 

142, Liabiiity of inslrumcnts presented to or issued by Income-tax 
anthoritics to Stamp-duty and Court Fees. 

Affidavits. — (i) Exemption (6) to Article 4, Schedule I, Indian 
Stamp Act, ISOO, does not applj" to an affidavit required for the 
immediate purpose of beings filed or used in any Income-tax pro- 
ceedings or before the Income-tax Officer or the Assistant Com- 
missioner or the Commiss'ioner, because none of these officers 
is a ‘Court’, 

Copies or Extracts. — (ii) Under Article 24, Schedule I, ibid, all 
copies or extracts certified to be true copies or extracts by officers 
in the Income-tax Department are liable to stamp duty if under 
the lav/ they are not chargeable with Court-fees. 

Powers of Attorney {Authorisation Letters). — (Hi) A bare letter 
•of authorisation, i.e., written statement by an assessee that a certain 
person appears on his behalf, does not require to be stamped as 
a “power of attorney". A “power of attorney" is a document 
which renders id safe for a third person to treat the agent as though 
he were the principal. Whether a document that is more than 
a bare letter of authorisation, does, in fact, entitle the agent to 
bind the principal is a matter of fact that can only ’be decided with 
reference to the facts of each case. If it is a power of attorney 
it is liable to stamp duty. The power of attorney should be 
stamped as an authority to act in a single transaction L- ^ ® 
48(c) of Schedule I]. There is, however, nothing to prevent an 
Income-tax Officer granting permission to a_ representative to 
appear without acting on behalf of an assessee, i.e., mere y p 

duce or explain accounts, etc. i t « +v.o 

Orders-LCopies of.-iiv) Under Schedule I, Article 6, of the 
Court-fees Act, 1870, every copy of an order passed by an officer 
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in the Income-tax Department in respect of any proceedings under 
the Act is chargeable with Court-fees. 

(y) Under Article 9 of the same schedule, every copy of an In- 
•come-tax proceeding or order (not otherwise provided for by the 
Court-fees Act) or copy of any account, statement, report or the like 
taken out of an office in the Income-tax Dp■nnrf•mov^^- ’ 


*-paragraph (xi) ol paragi-aph H2 MUule the foUow- 


mg 


“ Appml--Memoraiuluin of. ^^Qg^^ifliabl^trcourt fee 

diTo court fee is chargeable on petitions presente un er se 

oy an assessee subject to certain condi- 
tions. Such a copy is also free of court-fee under item 9 of Gov- 
ernment of India Notification No. 4650, dated 10th September 
1899, if for the assessee’s private use. But if a copy of the assess- 
ment order is filed as an exhibit in support of an appeal, etc., it 
must be stamped with the proper court-fee stamp. The position 
is the same in respect of copies of appellate orders under section 31. 

Petitions — Applications. — iviii) Under Article 1 of Schedule II 
of the Court Bees Act, 1870, every application or petition presented 
to “any executive officer” (which includes any officer in the 
Income-tax Department) for the purpose of obtaining a copy or 
transiaiion of any order passed by such officer or any other docu- 
ment on record in such office is chargeable with Com't-fees. 

{ix) Under Article 1 (c) of the same Schedule an application or 
' petition presented to the Central Board of Bevenue is chargeable 
with Court-fee. 

Wakalatnama. — {x) Under Article 10 (a) and (c) of the same 
Schedule, a Mukhtharnama or Wakalatnama presented for the 
conduct of any one dase to an officer in the Income-tax Department 
■or the Central Board of Eevenue is chargeable with Court-fee. 

Appeal — Memorandum of. — (cci) Under Article 11 (a) and (b) a 
memorandum of appeal presented to an officer in the Income-tax 
Department is chargeable with Court-fee. 

Refunds. — {xii) Applications for refunds under section 48 of the 
Indian Income-tax Act are exempt from payment of Court-fees, 
under clause {xx) of section 19 of the Court-fees Act. 

Court-fees — Computation of. — {xiii) In all those cases where the 
Court-fee is advalorem the monetary value for the purpose of 
determining the Court-fee is the amount of tax or penalty levied 
by the Income-tax Officer. 

Rates of duties. — {xiv) Stamp duties and Court-fees vary from 
Province to Province. As regards the details of the rates, 
reference should be made to the various Stamps and Court-fees 
Amendment Acts in the different Provinces which have been 
passed in recent years. 
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Abatements. (See Allowances — Exemptions.) 

Abu, District of, application of the Act to . . P. 1. 

Abwabs P. 2. 

Accounting method, for calculating assessable in- 
come .... S. 10 (.3), 13, P. 13, 

oO, ol. 

change of, Income-tax Ofiicer 
may sanction . . . P. 5l. 

Income-tax Ofiicer’s discre- 
tion in regard to method . P. 51. 

Accounting period, for determining assessable in- 
come (see ‘‘Previous 
year ”) • • - • S. 2 [11), 3, P. 6, 14, 

Accounts, failure by assessec to produce when 
called for, assessment how to be made 
in such cases S. 23 (J), P. 88, 89. 

procedure when failure not wilful, 

fresh assessment to bo made . S. 27, P. 80. 

prosecution for failure . , . S. 61 (d), P. 88. 

right of appeal forfeited . . S. 30 (1), Prov., P. 

88. 

Ineomc-tax OOicer’s power to call for, 
issue of notice .... S. 22 (4), P. 88. 

restriction on . . . . S. 22 (J), Prov., P. 

88. 

Adjustment, system abolished . . , . P. 14. 

under section 19 of Act VII, 1918 . S. 68, Prov., P. 14. 

Administrator -General, liability of, for tax due by 

beneficiary . . S. 41, P. iQS. 

Advances of pay to Government Officer, exempt . P. 36. 

Agency, interpretation of . .... S. 42, 43, P. Ill (c). 

Agency rules P. 36 (JJ). 

Agent, of non-resident, includes person treated 
as such by Income-tax . Officer, after 
notice S. 43, P. 111. 

Agents, assessable on behalf of non-residents . S. 40, 42 (J), P. 15, 

69, 110, lUi 

Agricultural income. (See Indigo, Sugar and Tea) 

' defined . . . S. 2 (J), P. 2. 

exempt . . . S. 4 (3) (vui), P. 2. 


•2 


Agricultural income — contd. 

oxempfcion not applicable 
to income from agricul- 
ture abroad , . S. 2 {1), P. 2. 

forest or trees — ^income 
derived from, when not 
liable . . . , P. 2. 


income partly derived from 
agriculture, assessment of R. 23, 24, P. 2. 

non-agricultural income 
from permanently settled 
land, not exempt . . P. 2. 

power of Central Board of 
Revenue to make rules 
for assessment of . . S. 59 (2) {a) 

Agricultural produce, market value of . . R. 24. 

sale of raw, by cultivator, 
etc., income from, exempt P. 2, 

Air Force, wound and injury pensions exempt . P. 17 (29), (30). 

Allowance, benefit or perquisite, special, exempt . S. 4 (3) (vi), P. 33.. 

AUowances, house-rent, when exempt . . P. 33. 

Allowances, inadmissible. (See Deductions from 

taxable income). 


Allowances in assessing business income, admis- 
sible — 

animals, dead or useless .... S. 10 (2) (wa), P. 61^ 
auditing of accounts, expenditure on, when 

admissible . . . . • . P. 64. 

bad debts (see ‘ Bad debts ’). 

bonus or commission paid to an employee, 
when admissible . • - • . S. 10 (2) (viiia), P- 

63. 

borrowed capital, interest on . . . S. 10 (2) (Hi), P. 57, 

business taxed for the first time — 


Accumulated depreciation to be allowed 
year by year . . • • • 

debentures, interest on ... • 


P. 59. 
P.57. 


depreciation on buildings, machinery, plant 
or furniture, etc 


S. 10 (2) (vi), P. 59,- 
R. 8-9. 


excess of ■ — — ^ 
adjusted 


over profits, how to be 


S. 10 (2) (vi), P. 69.- 


-1 
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Allowances in assessing business income, admis- 
sible — contd. 

depreciation, etc. — 

plant below grovind . . . . P. 59. 

rent free residences . . . . P. 69. 

embezzlement by employee •. . . P. G-1. 

insurance against loss of profits, pre- 
mium, when admissible . . . P. 58. 

insurance of buildings, etc. . . . S. 10 (2) {iv), P. 58. 

irrecoverable loans (see ‘ Bad debts ’). 

land revenue, local and municipal taxes S. 10 (2) (um), P. 

62, 69. 

local rate or tax not dependent on 
profits . . . . . . P. 62, 69. 

obsolescence of machinery, etc. . . S. 10 (2) {vii), P. 60. 

partners’ capital, interest on, when ad- 
missible ...... P. 57. 

pensions to ex-employees . . . P. 6-1. 

provident funds (see major head 
“ Provident Bunds ”). 

railway or tramway (other than electric 
tramway) — allowances — depreciation, 
obsolescence, repairs — 'actual ex- 
penditure — option to substtiute . P. 20, 59. 

religious, charitable and educational 
purposes, sums received for and spent 
on, not taxable . . . . P. 64. 

rent of premises ..... S. 10 (2) (i), P. 56. 

repairs (current), interpretation of . P. 56, 

repairs to machinery, plant or furni- 
ture . . . . . . S. 10 (2) (v). 

repairs to premises . . . . S. 10 (2)|(u), {v), P. 

66. 

reserve, sums placed to a pension, — when 

permissible . . . . . P. 64. 

special expenditure, sums received for, 
when admissible . . . .P.64. 

successor to a business — depreciation , 
allowance due to predecessor — carry 
forward permissible . . . P. 59, 

superannuation funds, sums contri- 
buted to, by employers, when per- 
missible , . . . . . P. 64. 

Workmen’s Compensation or Accident 
Insurance Act (VIII of 1923), premia ^ 
paid under . . . . . P. 64. 
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Allowances in assessing income from other sources, 

admissible g. 12 (2), P. 68. 

mfcercsfc on loan raised to purchase 

securities P. 0S. 

banker’s certificate . , , . P. 68. 

Allowances in assessing professional earnings, 

admissible g. 11 ( 2 ), p. 67, 69. 

furniture, office equipment or instru- 
ments, replacement, cost of . . S. 11 (2), P. 67. 

Allowances in assessing property, admissible — 

collection charges . . . . S. 9 (1) {vi), P. 46. 

n-ot to exceed 6 per cent , . . R. 7. 

charge secured on property and interest 
thereon S, 9 (7) (iv), P. 44. 

ground rent S- 9 (7) {iv) {v), P. 

69. 

insurance . . . . , . S. 9 (7) {iii), P. 44. 

insurance against loss of rent, pre- 
mium, when admissible . . . P. 44. 

land revenue S. 9 (7) (y), P. 69. 

method of calculation . . . . P. 40. 

mortgages, interest due under . . S. 9 (7) (iy), P. 44, 

rent, legal expenses incurred in recover- 
ing ...... P. 46. 

rent, unrealised . . . .P.17 (37), 47. 

repairs . . . . . . S. 9 (7) (i) & (ii), P. 

43. 

unrealised rent . . . . . P. 17 (37), 47. 

vacancies . . . . . . S. 9 (7) {vii)j P- 48. 

Allowances in assessing property, inadmissible . P. 42, 69. 

Allowances, leave, paid in United Kingdom when 

liable . . .. . P. 38 (See Exemp- 

tions). 

Amortisation of capital, depreciation on account of, 

inadmissible . . P. 59. 

Angul, District of, application of the Act to , . P. 1. 

income of persons, other than 
persons in the service of the 
Government, residing in, 
exempt . . . . P. 17 {35). 

Annual value, of house property, defined . . S. 9 (2), P. 41. 

of house property in owner’s resi- 
dential occupation, defined . S. 9 (2), Prov., P . 

41. 

. S. 7 (7), Prov., P. 
11, 73. 

. S. 7 (7), P.36. 

. P. 34. 


Annuity, deferred, exemption 

Annuity, included in term “ salary ” . 
Annuity, under will, liable . ^ . 
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Annuity and capital redemption business, profits, 

how calculated . . . . B, 20, P. 141. 

Anticipatory and exemption certificates . . Pt78. 

Appeal, to Assistant Commissioner — 

against assessment .... S. 30 (7), P. 101. 

against decision as to the amount of loss 

sustained P. 101. 

against decision regarding accounting 

method . . . . . .P.61. 

against penalty for concealment of in- 
come S. 30 (i), P. 101. 

against penalty for failure to notify dis- 
continuance of business . . . S. 30 (jf), P. lOl. 

against refusal to re-assess . . . S. 30 (i), P. 86. 

Appeal, to Commissioner — 

against enhancement of tax: by Assistant 
Commissioner . . . . . S. 32 (2), P. 103. 

againstpenalty for concealment of income S. 32 (2), P. 103. 

Appeal, forfeiture of right of . . . . S. 30 (2), Prov., P. 

86, 88. 

form of S. 30 (o), 32 (2), R. 

21, 22. 

fresh assessment on . . . . S. 31 {-i) {b). 

hearing of . . . . . . S. 31 (2), P. 102. 

adjournment of hearing . . . . S. 31 (2). 

inquiiy on S. 31 (2), P. 102. 

limitation S.30(2),32(2),67-A. 

non-appearance of appellant, decision to 
be recorded on merits ' . . . P. 102. 

suspension of payment of tax pending dis- 
posal of . . . . . . S. 45, P. 115. 

verification . . . . . . S. 30 (5), 32 (2), P. 

101 R. 21, 22. 

ppeal, departmental, to Local Government by 

Assistant Commissioner 
or Income-tax Officer . P. 35. 

Appellate powers, of Assistant Commissioner . S. 31 (2), (3), P. 102. 

of Commissioner . . . S. 32 (3). 

Application o£ Income-tax Act. (See Exemptions .) 

Appointment of Assistant Commissioner . . S. 5 (i), (5), P. 35 

(u). 

of the Central Board of Revenue . P. 35 (i). 
of Commissioner . . . . S. 5 (3), (5) P. 35 

(it). 

. S. 5 (4), (5) P. 35 

(ii), (iv). 


of Income-tax Officers . 
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tpprovalof Local Govemment'when 

35 (ii). 

Arrear of rant of land, interest on— when liable to 

income-tax , . . P, 2. 

Assessee, defined 2 (2), P. 3. 

personal attendance of . . . S. 23 (2) 61 P 90 

1 . . 
peroonp.l expenses of, dedaction inad- 

53. 

represenfeafcion of, in proceedings. , S. 61, P. 90. 
returns, must be signed by ^ . . P. 9o! 

Assessment . . . . , _ , S. 23 


cancellation of, by Assistant Commis- 
sioner on appeal . . . . S. 31 (5). 

cancellation of, by Income-tax Officer, 
when sutficient cause shown . S. 27, P. 86. 
confirmation of, on appeal . . S. 31 (3). 

discontinuance of business . . S. 25 (1), (2), P. 96. 

enhancement of, by Assistant Com- 
missioner on appeal . . . S. 31 (3), (a), P. 

102 . 

Appeal against such order . . S. 32, P. 103, 

appellant to show cause against order 

of enhancement. . . . S. 31 (3), Prov. 

fresh assessment, on appeal . . S, 81 (S) (b). 


fresh assessment when sufficient cause 

shown, by Income-^ax Officer . S. 27, P. 86. 

appeal against refusal to make 
fresh assessment , . . S. 30 (1), P. 101. 


income escaping assessment, method 

of assessing . . • . S. 34, P. 105. 


individual members of firms, associa- 
tions and companies, power to assess S. 23-A. 

mistakes in, rectification of . . S. 35 P.106, 

order of . . • • • . S. 23 (3). 


copy of, to be granted free . . P. 99. 

place of . . . • • • S. 64, P. 13S. 

Assets, wasting, depreciation on, inadmissible . P. 59. 

Assistant Commissioner, appeal to, against assess- 
ment, penalty for con- 
cealment, or failure to 
give notice of disconti- 
nuance of business, or 
refusal to make fresh 
assessment . . S. 30 (7), P- £>1, 

88 , 101 . 

forfeiture of right of . S. 30 (7), Prov., P. 

88 , 101 . 



Aslant Commissioner — conid. 

form of 


fresh assessment on 
hoiiring of . 


ndjournmenfc of Jienr- 
ing 

inquiry on . • . 

appeal to — 
limitation 

extension of, by 
Assistant Com- 
missioner 

suspension of pay- 
ment of tax pending 
disposal of 

verification of . • 

appeal to Commissioner 
against orders of, en- 
hancing assessment or 
imposing penalty for 
concealment of income . 

appellate powers of . , 

appellant to show cause 
against enhancement . 

appointment of, by Cen- 
tral Board of Bevenue . 

appointment of, by Com- 
missioner . . 

subiect to control of 
Governor-G e n eral, 
exercised through 
Local Government . 

Commissioner may direct 
to exercise powers of 
Income-tax Officer 

Commissioner may exer- 
cise powers of . 

defined 

dismissal of, appeal to 
Local Government 

increment of pay, appeal 
to Local Government 
against order withhold- 
ing . 


S. 30 (3), B. 21, P. 

101 . 

S. 31 (3) (6). 

S. 31 (J), P. 102, 
103. 

S. 31 (I). 

S. 31 (2), P. 102. 

S. 30 (3). 


S. 30 (2). 


S, 45, P. 116. 

S. 30 (3), E. 21. 


S. 32, P. 103. 

S. 31 (3), P. 102. ^ 

S. 31 (3), Prov. 

S. 6 (5). 

S. 6 (4). 


S. 6 (4), P. 36 («). 


S. 6 (4). 

S. 6 (4). 
S. 2 (3). 

P. 35 {ti). 


P. 36. 
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Borrowed capital, interest on. (See Allowances.) 

Britisii Balucliistan, application of tlie Act to 

British Indian Subject, income paid to, outside 

British India, when 
chargeable , 

Buildings. (See Allowances, Deductions from tax- 
able income, Property.) 

Burglary Insurance Company, assessment of 

Business, assessment of profits from. (See Allow- 
ances, Deductions from taxable 
income — ^Exemptions.) 

casual gains from, assessable 

change of ownership, liability of 
successor ..... 

deductions admissible in assessing (See 
.fUlowances.) 

deductions inadmissible in assessing (see 
Deductions from taxable income) 

definition of 

discontinuance of, assessment (business 
assessed under Act of 191 S) 

discontinuance of, assessment (busi- 
nesses commenced after March 1 922) . 

discontinuance of, assessment on period 
subsequent to end of previous year, 
discretionary ..... 

discontinuance of, notice to be given by 
assessee ..... 

penalty for failure to give notice 
appeal against penalty 

discontinuance of, assessment, notice to 
be given to assessee 

discontinuance of, recovery of tax 

Business abroad. (See Non-residents.) 

Business abroad, profits and gains of, when taxable 

Business connection in British India. (See Non- 
residents.) 

Business expenses (see Allowances, Deductions 
from taxable income). 

Business premises (see Allowances, Deductions 
from taxable income), 
annual value of, not taxable 
under “ Property ” 

Business, branch, power of Income-tax Officer 

new, assessment of . . . • 


S. 1 (2), P. 1. 


S. 7 (2), P. 1, 1.5, 37. 


P. 141. 


S. 4 (3) (viii), P. 34. 
S. 26 (2), P. 98. , 


P. .53. 

S. 2 (4), P. 52. 

S. 25 (3), P. 14, 96. 
S. 25 (7), P. 14, 96. 


P. 14. 

S. 25 (2). 

S. 25 (2). 

S. 30 (I), P. 101. 

S. 25 (4). 

S. 44, P. 96. 

S. 4 (2), P. 15. 


S. 9 (7), P. 40. 

S. 64 (4), P. 35, (iv), 
S3. 

P. 90. 
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Cancellation o5 assessment, on appeal . . . S. 31 (.?) (c). 

when cause is shown . S. 27, P. 80. 

Cancellation of order enhancing assessment, by 

Comiuissioner S. 32 (3). 

Cancellation of order imposing penalty, by Assistant 

Commissioner . S. 31 (3) (c). 
by Commissioner. S, 32 (3). 
Cancellation of registration of a firm . . . S. 23 {4). 

Capital (sea Allowances, Deductions from taxable 
income). 

Capital, borrowed, subscriptions to certain Mutual 

Benefit societies included in . S, 10 (2) (Hi), Expla^ 

nation, P, 57. 

Capital expenditure, inadmissible . . . P. 53. 

Capital, imported into British India, not liable . P. 15. 


Cash basis, of accountancy 
Casual receipts, wiien e-xempt . 

examples . 

Central Board of Revenue, deflned 

functions of 


. P. 13, .50. 

. S. 4 (3) (vii), P. 34, 

. P. 34. 

, S. 2 (Ja). 

. P. 35. 


power to appoint Assis- 
tant Commissloner.s, 

Commissioners and 
Income tax Officers S. 5 (5), P. 35, 
power to declare foreign 
association to be a 
Company . . S. 2 (0) P. 4. 

power to define pro- 
viou • year in certain 
case.s, and to dele- 
gate such power , S. 2 (IJ) (5), P. 6, 
pov/er to determine 
place of assessment S. 64 (3), P. 133. 
iir,:>eci'ieb to ho 

heard . . .S. 64 (3), Pror., P, 

isy.’ 


power Co direct to 
v/hom tax dedueied 
from s.alarles and 
snterfset on securities^ 
sfiOuH be T/sid 


pov/er to 






3. 13^6;,- 46 
10-12, P. li.5. 
S-oS, P-35, 133- 



15, P- 



Co3i2ii33ioa3r 


f -1. 


of Inaoai3-:a2— j.s.-icfJ, 


p3>»cr '3 ciiT-cr rd- 
corezy of 3rre,irs 
of iacDrae-rax 

like manieipel 
rax or local rare 
and by y%h. 2 .z 
aurhorirr . 

povTcr ro imoose 
pexolrr for failara 
to di-rribare pro- 
ara la. accordoaea 
vri: a rerais of p orr- 
nershiD deed 


S.46{-3) k (J), p. 
115, 


po’^er ro iseae coai- 
^ilsslcn * 

po'^er to levy 
peaalry for con- 
cealing income . 

copy of order to 
be seat to 
I a c o m e-tax 
Omcer . 


potrer ro 



S. 2S{5},P.SL 
S. 37 (i). 

S. 2S (i), P. S7, 

S. 2S (2). 

S. 35j P. 106. 


111611 'C nnn s 

reduced • , 

po'srer ro refer ca«j 
to Higii Court 

ma V sllow iarer- 
est on refund 
in suca cases . 

poTrer ro sanction 
prosecution for 
disclosure of in- 
formation by 
public servant . 

uoTTer to summon 
witnesses and 

doeumenrs . 

porter to take evi- 
dence on oath. 

powers or review 
(See Be view 

powers) 


P. 10^ 

S. 66, P. 139. 

S. 66 (■?), Prov, 


S. 5= (2), Prov. 

S. 37 (6). 

S. 37 (a), 

S. 33,P.3o (h), KHr. 
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<Goininission0r, proceedings before, aro Judicial 
proceedings .... 

tGompany, assurance (see Insurance Company). 

defined ..... 

flotation expenses (see Shares, cost of 
issuing). 

individual members — ^Power to assess 

■preparation and submission of annual 
returns of income .... 

preparation and submission of annual 
returns of salaries 

iprincipal officer of, to furnish certifi- 
cates of deduction of income-tax, to 
share-holders- .... 

•profits of, assessed at maximum rate . 

•register of members of, po'wer of in- 
come-tax authorities to inspect 
list of members not to be called for 

shareholder in, refund of income-tax 

to ...... 


super-tax, liabililj' to . . . 

charged at flat rate 

‘’Compensation for death or injuries, sums paid as, 

not liable . 


•Composition of ofiences 

may be made before or 
after proceedings 

commenced 

•Composition of tax, not allowed 

under old Act remains 'in 
force .... 
‘Concealment of income, penalty for . 

appeal against 

prosecution for 

•Consignment business (See Non-residents). 

‘ConsignmentSs Income-tax Officer not to call for 
statement of — from Railway 
Company .... 

Consular employees (see;Exemptions). 

, 'Consuls, foreign (see 'Exemptions). 

'Contract of indemnity, loss recoverable under, in- 

•admissible . 


S. 37. 


S. 2 (6), P. 4. 


S. 23-A. 


S. 22 (i), P. 84, 86, 
87, R. 18. 


S. 21, R. 16, 17, P. 
83. 


S. 20, R. 14, P. 82, 
116. 

Fin. Act, P. 82. 

S. 39, P. 89. 

P. 89. 

S.48 (i),R. 14, 37, 
38, P. 11, 76, 82, 
116. 

S. 55, P. 12, 130. 
Fin. Act, P. 130. 

S. 4 {3) [v), P. 17 
{28) & [29). 

S. 53 (2). 


P. 128. 

P.135. 

P. 135. 

S. 28 (i), P. 86, 87. 
S.30(i), 32 (i), P. 

101 , 103 . 

S. 51 (c), P. 86. 


P. 89, 


P. 53. 


V 
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Co-operative societies, dividends of, ezempt from 

income-tax . , . P. 18. 

iiabie to super-tax. . P, ig,. 

interest on securities held 
by, liable to income-tax P. 18. 
profits of, exempt from in- 
come-tax . . . P, 18. 

liable to super-tax . . P.18, 

.'ict oft ot loss under any 
head of income that is 
exempt from tax against 
any head of income that 
is not so exempt . .P.18. 

Copies, of assesstuent orders, to be granted free . P. 99, 

Courts, civil, jurisdiction barred . . . S. 67 , 

iiidemnnification of , . . S. 65. 

recjiver appointed by, taxable on 

belialf of estate .... S. 41, P, lOS.. 
salaries witlilicid under orders of, 

liability to tax . . . . P. 36. 

Hijh (sec High Court). 

Courts oi Wards, chargeable to tax . . . S. 41, P.108. 

indemnification of . . . S. 65. 


Cultivator, proceeds of sale of ratv produce by, 

exempt ..... P. 2. 

Death or injuries, compensation for, not liable , S. 4 (3) (v), P. IT 

(2S) & (29). 

Debenture-holders, register of, pov-'er of Assistant 

Commissioner and Income- 

tax Officer to inspect . S. 39, P. 89. 


prosecution for refusing to 
allow inspection, etc. . S. 51 (e). 

Debentures, foreign, interest on, when liable . P. 16. 

Deduction .of income-tax (see Refunds). 


omission to deduct direct 
levy of tax . . S. 19, P. 76. 

Deduction of income-tax from interest on securities S. 18 (3), P. 34, 39- 


certificate by Income-tax Officer authorising 
non-deduction, or deduction at lower rate. 

failure to deduct, personal liability . 

prosecution ..•••• 

from salaries .,.••• 


P. 78. 

S. 18 (7), P. 76. . 
S. 51 (a). 

S. 18 (2) P. 36, 73^ 
77. 


arrears ot tax .deduction of 
failure to deduct, persona Iliability . 


S. 46 (5), P. 115. 
S. 18 (7), P. 76. 
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prosecution . . . . . 

minimum income for deduction 
power to ;uljiusfc exce.-s or dclieiency 
recovery by other metiu ds, not b:vrrcti 
sums dcducti’il, certifk'.ite of . 

pro'ceution for fe.iluio to furnirih 
sum^ (h tluct* d, iiwlnd' d in tux.ible income . 

sums deducted, prvmt-nt of, to credit of flov- 

ernmc!;i, ...... 

oUm-A dcde.ctfd, t re. ited a 1 :,i:; p, lid 

er.'dit to !;e eiven in ;i „i..--'ineiit of fullowiny 

V’ cir , • , , • • 

DeJuctior. oiaui:er-ia:;, from divldn-d tuiyaiile to 

r.on-ic ddeut 


Deiuctiens trcin armuai value, v.h.it adn.i.'-ih.'e . 

Deductions, irom taaalle income, admissil’e < ' <■ 

.\l!o-.ve.nc' c, Ica-mption d. 

Deductions, irom tauablo income, inadmittilde, 
e:-: a::;: - 1.-3 of : — 


S. 51 (a). 

S. 21 (a), K. 17. 

S. IS (2), P. 77. 

8. 18 (,V). 

8. 18 (.7), R. 13, P. 
78. 

8. 51 (0). 

8. I8{/),P. 74. 


8. is (O'), R. 10-12. 
.S. 18 (5), P. 70. 

8. 18 (.-j), P, 70, 

8. 57 (2), P. 131, 
132. 

8. 'J {/), P. 12, 00. 
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Definitions— coJk'W. 

Firm 

Income-tax oflicor 
Mugi-strute 

Partner and partnership 

Person 

Proscribed 

Previous ye, ir . 

Principal uIIieiT. 

Provident funds, recojinisti 
Public Servant . 
iU'gistered iirm 
Total income 
Unregistert d firm 
Demand, notice of . 


prum[il issue of 

Depreciation. (iSee Allowances, Deductions from 
taxable income.) 

aggregate allowanci.-s, not to e.x- 
eo.'jt . 


cced ()riginal 


ealeuhitcd on cost to as-scssee 
claim to be supported by account 

excess of — over profits may be 
carried forward 


rates of 


S. 2 (6‘-A). 

8. 2 (7). 

8. 2 IS). 

8. 2 (6--A). 

8. 2 (,9), P. 

8 . 2 (/O). 

8. 2 (/;), P. (5. 

8. li (/U), P. 7. 

8. oS-A. 

8. 2 (/;;), p. [). 

8. 2 (//), P. 10. 

.S. 2 I>. 11. 

s. 2 {in), p. lo. 

8. 211, u. 20, P. 100. 
115. 

V. 11.",. 


8. 10 (2) (vi), Prov. 
0 ')- 
P. .“,9. 

P. .-,0. 

8. 10 (2) (I’O, Prov.,. 

(h) P. 50. 

K. 8. 


to be allowed in full, ^vhen piolits 
permit .... 

shipping companie.s . 

successor to business, deprecia- 
tion, hoAv calculated 

Disclosure o£ information by public servant — 
prosecution for ..... 

sanction to ..... . 

Discontinued business, assessment of . 

discontinuance of one busi- 
ness or profession out of 
several — benefit of Sec- 
tion 25 (.3) to be allowed 

notice of discontinuance ► 


P. 50. 
P. 112. 

P.5 . 


8. 54- (2), P. 129. 
8. 54 (2), Prov. 


8. 25 il), (2), (2), (.i> 
P. 14, 96. 


P. 96. 

S. 25 (2), P. 96, 
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jco n { in u e d b usin ess- - concH. 


pinaity lor failure to gire 

no!.ice . . ^ 2o (2}. 

appeal against penalty , S. 30 (1), P. 101, 

period with'w. i7l>ieh claim 
to a-:'S'.---?smont under Sec- 
tion 2d may be made . P. Go. 

recovery of tar . . S. 44. P. 93. 

Discontinued firm or pnrinerihip, liability of mem- 
bers , . S. 44, P. 06. 

Dismissal, apjjcal by Ccmmis.^ioner or 

fncoM -rare Odicer to Local Govern- 
ment ■■.gaiuot . . . . P. 35. 

Dlslrict Board, ijicludod in Local A.uthorities - ’ P. S. 

Dividend, certir’catc to be f>’rni.=hed to recipient bv 

Principal Olticer of Company . . S. 20, P. S2, 116. 

not in proper form, 7/*he.n accented . P. S2. 
duplicates ‘of certiSeates vnen accepted P. S2. 

returns by Principal Omcc-rs of Com- 
panies ...... S. 19-A. 

form of cortiiloate . . . . R. 14, P. S2, 

prosecution for failure to furnish . S’. 51 (d). 

incorne-ta.x: on, not payable by =hare- 

holder . . , - . . S. 14 (2} (-v), P. 11. 

refund of . . . . . S- 4S fl), R. 36-40, 

P. 116. 

super-tar on, payable by sh.arehcider . S. 55, P. 130. 

tea-companies. 40 per cent, of, from, to 
be included in shareholders’ total 
income ...... 

Dividing Society, assessment of . . . . P- 141, 

Documents. (.See Evidence.) 

Dominion Government, trade conducted bj* — 

liability to tax . . P. 5. 

Double income-tax, claim, for relief after period of 

limitation, -when admissible S. 50. 

Corporation Profits Tax 
(United Kingdom) not to 
be deducted . - - P. 1^0. 

relief in ease of companies 
assessed separately in India 
but jointly in the United 


■R, oa P 9 


Kingdom 


P. 120. 
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'Double income-tiis— ccnrW. 

relief in c;v?e of iiiconu' (axe<l 
both in an Indian Si.ite and 
British Iiulia . . . P. !«}. 

relief in case of inciniu' taxed 
both in British India and 
Ceylon . . . . P, Itlo. 

relief in case of income (axctl 
both in the United Kinjr- 
doni and British India . S. lb, p. 5:20, I2d. 

method of calenlatinu relief 

in Ittdia . . . . P. IL’l*. 

Drawing S,i'aril'C-rs’. (Ste Va duet ions fix m tax- 
able im-ome.) 

Education, scholar.-hijjseiap.Udtomi » t tl'.eco:-( <if, 

exempt 17 21. 

Electric tramways, rates of (h pia cie.t u n . . P. s 

Employers, retuin of empk.veis lo be fnrni. lad i.v S.21.B. lo-lT, P. 

.^:b 

prosecution for failnn- to fnrni-l! S. 51 (c). 

Evidence, power of Celnmi^si(luer, A.-sj;-tai>t ('« m- 
missionei* ami Income-tax tUVaer to 
summon person.-i and d<'eunu lUs.i-'-sne 
comntission.s ami take cvideiiu’ mi 
oath S. :{7, P. SO, Hi. 

power of Income-tax Ofiicer to rail on 
asscsseo to produce . . . S. 22 ( /), 2;i (2), P. 

ss.sp, in. 

failure to proiiuee, forfeilun* of rigid of 
appeal ' , S. 23 { /), P. 80. 

prosecution for failure . , . . S. 51 {d)^ P- SS. 

Exemptions irom income and super-tax — 

agent in British India of Indian Prince or 

State, oflicial allowance paid to . . P. 17 (7). 

agricultural income ..... S. 4 (J) (viii), P. 2. 

exemption not applicable to income from 

agriculture abroad . . . . S. 2 (7), P. 2. 

agricultural produce, raw, sale of, by culti- 
vator, etc., income from, exempt . .P.2. 

allowance or perquisite, special . . . S. 4: (3) (tn‘). 

allowance, Victoria Cross, Military'^ Cress, 

Order of British India, Indian Order of 
Merit . . . . . . - , P. 17 (7). 

•association of individuals, share of income of, 

not included in total income of assessee . S. 14 (2) (c). 
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Exemptions from income and super-tax — contd. 

British Warrant and Non-Commissioned 
Olficcrs, education of children, free, or 
grants for — value of . . . . P, 17 {S3). 

Bua tax, income dorivea from . . . P. 17 {3) 

certificate by Income-tax Officer authorising 
non-deduction P. 78. 

casual or non-recurring receipts . . S. 4 (3) {vii), P. 34; 

charitable or religious institutions, income 
from voluntary contributions , S. 4 (3) (n), P, 21-.. 

charitable or religious purpose, income derived 
from property held for . . . . S. 4 (3) {i), P. 21. 

Colonial Treasury, leave allowance or salary 

drawn from P. 17 {2J). 

ColonialTreasury, pensions drawn from . P, 17 (24). 

Consuls, Representatives and Consular em- 
ployees, foreign, oflicial salaries and fees of P. 17 (1). 

Co-operative Societies, profits of (but not 
interest on securities) . . . . P. IS. 

death or injui’ies, compensation for . . S. 4 (3) (v). 


deferred annuity'*' — sums deducted by Govern- 
ment from salary to provide . . . S. 7 (7), Prov., P.’. 

11, 73. 

included in total income .... S. 16 (7), P. 11. 

limit of one-sixth of salary . . . . S. 7 (7), Prov. 

Delhi camp and moving allowance . .P.33. 

District of Angul, persons, other than persons 
in the service of the Government, residing 
in the, income of . . . • • P. 17 (34). 


dividend* received by shareholder, if company 
taxed 

included in total income 
education, scholarship for . 
educational institution, income of, from fees, 
etc. 

Government securities held by Ruling Chiefs 
and Princes of India, interest on 


S. 14 (2) (a). 
S. 16 (7). 

P. 17 (5), 20. 

P. 17 (42). 

P. 17 (3), 78. 


*Note exempt from super tax. 
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Exemptions from income and snper-fax — cmUd. 

Government of India securities, purcliased 
through Post Office, interest on 

included in total income 

Government of India securities*, tax-free, 
interest on ..... . 

included in total income 

Governor General may exempt income or 
reduce the rate or grant relief . 

Hindu Undivided Family, share of income of, 
not included in total income of member 

not liable to super-tax .... 

Indian Church, lump grants made by Govern- 
ment to ...... 

Indian Prince or State, agent of, official allow- 
ance paid to, in British India . 

Indian State, salary and allowance of officers 
deputed by, for training in British India . 

injuries, compensation for .... 

injury gratuities. (See gratuities, wound, 
above.) 

insurance policy, sum paid in commutation of 
insurance premia, accident and sickness poll- 

C16S ••>«••• 

insurance premia, fire .... 


insurance premia,* life 


abatement may be allowed by persons or 
officers paying salaries 

abatement may be allowed if claimed, within 
six months ..*... 

included in total income .... 
limit of one-sixth of total income 


P. 18. 

P. 18. 

S. 8, Prov., 18 (1)1 
S. 16 (7),P. 11. 

S. 60 (1) cb (2). 

S. 14 (I), P. 11, '70.'. 
S. 58, 14 (1), P. 70: 

P. 38. 

P. 17 (1). 

P. 17 (4). 

S. 4 (3) (v), P. 17. 


S. 4 (3) (i;)-. 

P. 73. 

S. 9 (1) (in), 10 (2)’ 
(iv), P. 44, 58. 

S. 15 (I), (2), P. 11> 
73. 

P. 73, 77. 

P. 73. 

S. 16 (7),P. 11. 

S. 15 (3). 


^Note exempk from super-tax. 
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Exemptions from income nntl super-tax — conld. 


invalid ponsion.s, (Seo pensions below.) 

premia paid from Provident Fund— -rebate 
not adinis.'^ible ..... 

n-^istcird firm — partner — rebate ad- 
missible ...... 

faUTMutumal Labour Onioe, salaries ofCorre- 
spoiuient and Ids stall .... 

•L'umi fnams ...... 

L'j'.ve ailewatU’e or salary paid in United 
KiiiLjdom er Colonies .... 

J.ii'ht-hou.'e Iceejiers in tiie Rod Sea, salaries 
of 

loral anthoril y, income of ... 

-Mysore Dnrbar bonds, 1920-21 


P. 73. 

t 

P. 73. 

P. 17 {IS). 

P. 17 {9). 

S. 17 {21), {22), {23). 

P. U {25). 

S. 4 {3) {Hi). 

P. 17 {27). 


p irlm-r’s shan- in the profits of a firm which 

lias diseontinned business wljen e.vcmpt . P. IS. 

p;'.'Sa'.^e money, widows and orphans, contri- 
butions made by an oiUcer to provide . P.73. 

jicmsion, sum paid in commutation of . , S. 4 {3), {v). 

pensions, drawn in Colonies or United King- 
dom P. 17 (24). 


pen.-ions, militarv, naval or air forces, invalid 
or wo\uul . . . . . , P. IT {28) & {20). 

Percpii.-ites, value of. free passago^ — -free tiffin, 

etc,, not convert iblo into money . . P. -33. 

Perquisites — free residences — high officials . P. 17 {36). 

Post Office cash certificates, jicld of . . P. 17 {10). 

Post Office, Oovernmeut securities purchased 

througii, interest on . . • . P- 18. 

included in total income . . . P- 18. 

Post Office Savings Bank, interest on deposits P. 17 {11). 


•Power of Governor-General to exempt income 
or reduce rate ..... 


S. 60. 


■Propert}’- held under trust, etc,, for religious 
or charitable purposes — interpretation 

'Provident Funds. (See under major bead 
“ Provident Funds ”.) 


. Regimental mess or Band Fund, compulsory 
payment to . - . • • • 

:Rent payable but not paid by a tenant of 
..an assessee, when exempt 


P. 17 (0- 


P. 17 {37), 47. 
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lExemptions irom income and super-tax — concld. 
Rewards — language examinations 

-Salary, bonus, commission and sums paid in 
lieu of interest, when exempt 

included in total income 
■-scholarsbips for education .... 
Simla House Rent Allowance 
soldier’s pay, compulsory allotments from . 
Trade Commissioners in India, salary of 


P. 34. 

/ 

P. 18. 

P. J8. 

P. 17 (5), 21. 
P. 33. 

P. 73'. 

P. 17. 


Trustees, income received by, on behalf of 
recognised provident funds . . . S.4:{3){ix). 

'Tuition grants for language examination • — ■ 

not treated as rewards . . . . P. 33. 


United Kingdom, leave allowance, salary or 
pensions paid in .... . 

University, income of, from fees, etc. . 

value of rations issued in kind or money, 
allowances paid in lieu thereof, to Militaiy 
officers ...... 

value of rent-free quarters occupied by, or 
money allowance paid in lieu thereof to, 
officers, etc., of Military, Air, Naval and 
Marine Forces ..... 

widows, orphans and old Age Contributory 
Pension Fund, 1925, contributions to 

wound, gratuities, pensions. (See gratuities, 
pensions, above.) 

-Exchange, conversion of profits of sterling com- 
panies ...... 

Extent of Act 

-False return by assessee, consequence of (see 

Penalty, Prosecution). . . . . 

False statement in declaration, etc., penal offence 
Fees— 

Fees (other than retaining fees) paid to 
Government pleaders and Public Prosecu- 
tors, not salaries ..... 

Honoraria or fees paid to Government servants 
by local bodies or private persons- — ^wheii 
chargeable as salary . . 

Income of University or educational institu- 
tion from, exempt ..... 

Professional, paid in India to person ordinari- 
ly resident in British India, chargeable 

■“ Salaries ” includes , . . . 


P. 17 {20). 
P. 17 {12). 

P. 17 (SO). 

P. 17 {31). 
P. 73. 


P. 65. 

S. 1 {2), P. 1. 

P. 87. 

S. 52,P. 87. 

P. 36. 

P. 36. 

P. 17 {12). 

S. 11 (3), P. 15. 
S. 7 {!). 
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IPirm registered — concld. 

non-resident partners, liability 
of joint partners, for tax on 
share of . . • . S. 57 (7), P. 131. 

such liability limited to tax on 
such share . • . P. 120. 


change in constitution — total in- 
come of members — -how calcu- 
lated . . . . . S. 56 (Prov.). 

insurance premia — ^partner entitl- 
ed to rebate for . . . P. 69. 

registration of . . . . S. 26-A, R. 2-6, P. 

10 . 

I'iim, unregistered, definition of . . . S. 2 (76), P. 10. 

assessment of, to income-tax P. 70. 


partner, share of loss cannot 
besetofi against individual 
income . . . S. 24 (2), P, 94. 


rate' of tax applicable same 

as in case of individual . Fin. Act, P. 10 (7). 

taxable minimum, appli- 
cable .... Fin, Act, P. 10 (7). 

assessment of, to super-tax — 
liable to super -tax . . S. 55, P. 10 (2). 

marginal relief — Section 17 
— Eipplication of — to the 
income of a partner of . P. 75. 


partner not liable if firm 
taxed .... 

Floatation expenses. (See shares, cost of issuing.) 

Foreign associations, may be declared companies . 

Foreign business. (See Business abroad.) 

Foreign Consuls. (See Exemptions.) 

Foreign debentures, inteiest on, when liable 

Foreign income. (See Non-residents.) 

agriculture, income from, not 
exempt . . , . . 

business -income, when deemed 
to he received in British India 
interest on loans advanced in 
Indian States to persons resi- 
dent in British India— when 
not liable .... 
interest on sterling debentures or 
foreign securities, when liable , 


S. 55 Prov., P. 10 
( 2 ). 

S. 2 (6), P. 4. 

P. 16. 

S. 2 (7), P. 2. 

S. 4 (2), P. 15. 

P. 15. 

P. IG. 
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Free quarters, value of, when taxable 

Frontier Agency tracts, included in expre^yum 
“ Dominions of Princes and Ciiicfs in Iiulia . 

Furniture, depreciation allowance on . < 


P. XL 

P 1. 

«. l()(:i)(iu‘),K.8— a,. 
1\ ffO. 


replacements may be allowed instead 
of . . • • • • 

insurance of, allowance for 
repairs to, allowance ior . 

Gazette oi India, notification in, ut appointments 
of Commissioner, A^tii.-ilant 
Commissioner or Im-ome-tax 
officer by Central Doavd ol 
Piovenue .... 
notificatiuu in, uf exempt ior,^, 
etc. ..... 
notification in, of rules 

Government loan, premium on redemption of — 
not liable 

Government, Local (see Local Coveniment). 

Government office, return of employees 

Government officer, indemnification of, for acts 

done in good faith . 

Government officers lent to and paid by Indian 
States— 


P. nil 

ii. 10 {‘J) (/e), P. ovS. 
S. lU {:J) iv). 


S. f) {■)). 


S. do. 

s. no(/), (d). 

P. 3{, [Ilinaratiou 

(•/}■ 

S. ‘11, K. 15, 17, P. 

.s:l 

S. 07. 


Leave allowances and pensions liable . 

Salaries when liable 

Government officers, serving outside British India, 
when liable to tax . . . 

Government officers, serving outside India, when 
liable to tax . . - . 

Government oSIndia Promissory notes, enfaeed f or 
payment in England, interest on, liable to tax 
Government of India Securities, — 

income-tax pay- 
able on interest 
on, unless issued 
or declared tax- 
' free 

interest on, ex- 
empt from in- 
come-tax and 
super-tax in 
oertaiu cases , 
interest on, super- 
tax payable on, 
' including those 

free of income- 
tax 


P. 37. 

P. 37. 

S. 1 (;3), 7 (;.0, Lb L 
37. 

p. as. 

P. 1(5. 


S. 8, P. 30. 


(See Exemptions.) ■■ 


S. 8, Prov., 58 (i). . 
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p , 

“Sify to1ix\S“°" °{ p '"' 

-Governor-General, appoints Central Board of 

Bcvenuo 


appoints Commissioners, sub- 
ject to consideration of re- 
commendation of Local Gov- 
ernment , . , ^ 

appointments of Assistant 
Commissioners and Iiicome- 
rax Officers b\' Commissioner 
subject to control of . 

exercised tlirougb Local 
Government . 

power to declare income ex- 
empt from tax, reduce rate 
of tax, etc. 

rule-making power of Central 
Board of Revenue subject to 
control of . 

'Gratuity, for services rendered not exempt , 
included in term “ Salaries ” 

Gratuities. (Sec Exemptions.) 

Ground-rent. (Sec Allowances.) 

' Guardian, dul}- appointed or recognised — 

pension of minor orphans paid to. (See 
Pensions of minor orphan.) 

liability of, on behalf of wards 
indemnification of . 
may be called on to furnish list of wards 

’Heads of income ehai^eable .... 

iHigh Court, statement of case on point of law to, 
by Commissioner 

statement of case on point of law to, 
bj* Commissioner on application bj’^ 
assessee ..... 

statement of case on point of law to, 
application to, by an assessee, for 
discretion to Commissioner to 
ma Ice ..... 

limitation of period 

assessee must have exhausted 
appellate powers 


P. 35 fj). 

S. 5 (3). 

S. 5 (4). 
P. 36 (ii). 

S. 60. 

S. 59 (1). 

P. 34. 

S. 7 (I). 


S. 40, 41, P. lOS. 
S. 65. 

S. 3S. 

S. 6. 

S. 66 (J), P. 139. 
S. 66 (2), P. 139. 


S. 66 (3). 

S. 66 (3), 67-A. 

.S. 66 (2), P. 139. 



31 


High Court — concU. 

Commissioner cannot withhold 
unless no point of law involv- 
ed .... . 

cost at discretion of Court 
fee to accompany apjjlication 
interest may be allowed by Com- 
missioner on amount refunded 
payment of tax not to be postponed pending 
decision of ..... . 

power of Central Board of Revenue to 
prescribe fee . 

reference by High Court to Commis- 
sioner ....... 

refusal of Commissioner to state a case, 
powers of High Court .... 

withdrawal of application by assessee . 

refund of fee ..... 


S. 66 (5) (.3), P. 139. 
S. 66 (d). 

S. 66 (2), P. 139. 

S. 66 (7), Prov. 

S. 06 {7), P. 115, 139. 

S. 66 (2), P. 139. 

S. 66 {=/), P. 139. 

S. 66 (3), P. 139. 

S. 66 (2), Prov., P. 
139. 

S. 66 (2), Prov., P. 
139. 


Hindu Undivided Family, assessment of, to income- 

tax and super-tax 

Jains, Undivided Fami- 
lies, when not Hindu 
Undivided Families . 

Khojas (Cutchi me- 
mons), joint families 
of, not Hindu Undi- 
vided Families . 

life insurance premia on 
life of male member or 
his wife, exempt, for 
income-tax 

not exempt for super- 
tax 

members of, not taxable 
on individual share 

notices to, how addressed 

part ition — assessment 
after 

personal earnings of a 
member, when not 
treated as joint famity 
property 

share not included in 
total income 

“ person ” includes 

Sikh, Undivided Fami- 
lies of, when not Hindu 
Undivided Families . 


S. 14 (i), 55, P. 11. 
70, 130. 

P. 70. 

P. 70. 

S. 15 (2),P. 73. 

S. 15 (2), 68 (1). 

S. 14 (7), 58 (1), P. 
11, 70. 

S. 63 (2), P. 137. 

S. 2o-A, ?. 70. 

P. 70. 

S. 14 (7), 16 (7J, 58 
''(7),P. 11,70. 

S. 2 (9). 

P. 70. 


w 
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Honoraria (See Fees). 

House property (see Property). 

income from dealings in, when 
taxable 

House rent allowances, when liable to tax . 

Idiot, liability of guardian or trustee . 

indemnification of guardian 
Income, agricultural, exempt . . . . 

definition of 

exemption not applicable to income 
from agriculture abroad 

agriculture, partly derived from, 

assessment of . 


P. 34. 

P. 33. 

S. 40, 41, P. 108. 
S. 65. 

S. 4(3) (viii), P. 2. 
S. 2 (2), P. 2. 

S. 2 (2), P. 2. 

B. 23, 24, P. 2. 


calculation of, fractions of rupee disre- 
garded 

concealment of, penalty for . ' . 

escaping assessment, method of assess- 
ing 

rate applicable .... 
foreign, when taxable .... 

(See Business abroad — 

Non-residents) 

heads of, chargeable .... 

return of . (See Eetum of income.) 

return of — < 

by company .... 


P._107. 

S. 28 (2). 

S. 34, P, 105. 

S. 34, Prov., P. 105. 

S. 4 (2), 7 (2), 11 (3)> 
42 P. 15. 


S. 6, P. 13. 


S. 22 (i), E. 18, P. 
84. 


by individual, firm or Hindu Undi- 
vided Family . . . . S. 22 (2), E. 19, P. 

85. 

total. (See Total Income.) 

Income-tax, calculation of, to nearest anna . S. 36, P. 107. 

Commissioner of. (See Commissioner 
oJ Income-tax). 

computation of, income-tax and excess 
profits duty paid in United King- 
dom not a permissible deduction P. 68. 

deduction of. (See Deduction of In- 
come-tax.) 

direct levy of .... S. 19, P.76. 

double, relief in case of income taxed 
both in the United Kingdom and in 
India . - - • . S. 49, P. 120. 
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Income-tas Officer, appoint nu'ut t>i', by Central 

Board of I’t-vonno . . S. 5 (■;). 

appointment of. by Commis- 
sioner (to wlioin snliordi- 
nate) . . . . S. 5 ( i), P. .‘15 (iv). 

appointment of, notiliealion 
of, in Gazette of India . S. 5 (5). 

appointment of, tsubjeet to 
<ont)'olofGov<Tnor-G<'neraI, 
exercised through boeal Go- 
vernment . . . S. o ( 1 ), P. 35 (ii). 

definition of . . . S. 2(7). 

dismissal of, appeal to Local 

Government . . , P, 35. 

increment of pay — appeal to 
Local Government*-- against 
order withiiolding — . P. 35. 

power to allow change of pre- 
vious Year “ on conditions.” S. 2 { 11 ) (a), Prov. 

P. 0 

power to as-es.s rc.-,idcnt on 
profits of non-iesideut in 
(.ertain cases . . . S. 42 (2), R. 33. 


power to call on asse.-'sec to 
prod\ict: account.s or docu- 


ments .... 

B. 22 (4), P. SS, 111. 

limitation of power . 

S. 22 ' 4), Prov. 

power to eall on asses.seo to 
produce evidence 

S. 22 (4), 23 (2). P. 
^ 0 . 

power to call for I'oturn of 
m<-mbers of firm or Hindu 
Undivided Family . 

S. 38 ( 1 ). 

power to eall for return of 
names of beneficiaries 

S. 38 (2). 

power to cancel assessment 
when suliieient cause 
show'll .... 

S. 27, P. 8G. 

pow'er to declare agent of non- 
resident, after notice 

S. 43. 


power to declare principal 
officer of company, etc., 
after notice . . . S. 2, (22), P. 7 

power to determine basis for 

computation of income . S. 13, Prov., P. 51. 

appeal against decision . P. 48. 

nower to enquire about pro fits 

of branch business . . S. 64 ( 4 ), P, 35 (iv). 

w 3 
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Income-tax OfELcer— cancW. 


power to extend time for re- 
turn of income bv com- 
pany . . ' . 

power to impose penalty for 
concealment- of income* 

assessee to be heard'. 

power CO impose penalty for 
default in payment . 

power to impose penalty for 
failure to distribute proiits 
in accordance with terms of 
partnership deed 


S. 22 (7). Pror. 

S. 2S(ii.P.s:. 
S. 2S il), Pror. 

S. 4G(i). P. IIG. 

S. 2cj (2;. P. $7. 


power to impose penalty for 
failure to give notice of dis- 
continuance of business , S. 25 (2), P. 9G. 

power to inspect register of de- 
benture holders , . S. 39, P. S9. 


power to inspect share register 

of Company . . . S. 39, P. 39. 

power to issue certificate 
authorising non-deduction 
of tax on interest on secu- 
rities, or deduction at lower 
rate . . . . P. 7”'. 


power to issue certificate of 
arrears to Coliector for re- 
covery . - . . S. 4G (2), P. in. 

power to make fresh assess- 
ment when sufficient cause 
sho^vn . • . . S. 27, P. bO. 


appeal against refusal to 
make fresh assessment . 


power CO rectify mistakes 

power to require deduction of 
arrears of tax from ;a!an.' 

power to ;-uuimon per^uii^ and 
documents, ic:;:Ue commu- 
sions and take evuier.' e on 
oath .... 

pov.'ers of, to be eXcrcL'<.d by 
As:?L:ta!'.t Co:u::U;-;oi,-T 
wiu'U so directfi by C'un- 


mir^^ioncr 

proce'..dir.g^ I dure, a: 

cial oroi ee ding' 
ce’.d lu-.' •me-: -X 
r.u uen. ral j-ov.' r ut 


iU 


S. 30 (1), P. I'd. 

s. 5:(i).p. 1 - 0 . 

S. 40 [■)}, P- I b' • 


P. ' 


P. h-u 
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Income-tas records, Civil Court not to summon . S. (/), P. 129. 

Increase o£ assessment on appeal. (Sec Asicss- 
ment, enhancement of.) 


Indemnification of Government ofiiccr.s for acts 


dono ill good faith . 

S. 07. 

of persons deducting, retaining or 
paying tax in respect of income 
belonging to another 

3. 05. 

Indemnity, contract of — loss recoverable under, 
inadmissible 

P. 5:j. 

Indian Income-tax, meaning of the exprct.'-ion 

S. *10 (2) (a). 

ro-te of tux, meaning of tlie 
exprc'a.sion 

S. 19 (2) (b). 

Indian Order oi Merit, allo%yanee aitaclud to, ex- 
empt 

P. 17 (7). 

Indian Princes, Agents of, ohiciul allowance paid 

to, iu British India, 
exempt . 

P. 17 (1). 


G o V e r n 1 m • j 1 1 e o u r i t i e s 

held bj% in hj;ecial 
form, iutercni on, 
f.cempt . . , ih 17 (H), 

Indian States, Agc-ntc: of, oUicial allov/unee paid 

to, in BritL-h India, exempt . P, 17 (1). 

British subject, in, application of 

Act to S. 7(2j. 

Government, servants in, applica- 
tion of the Act to . . . .S. 1 {2), 7 (2), P. I, 


interest on loams .i/ivaneed in, to 
oersoiio re-identr in BritLh India, 
vrhen not liable . , . P. l.>. 


'cre^^t on securittes nehi ov- 


■p. 17 79. 
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Infoim&tioii, disclosure of, by public servants, p ro- 

secutionfor .... S. 54 (I), (2), R 129 ^ 
power of Commissioner to sanc- 

54(1). 

disclosure of, to local authorities for- 
bidden p 129. 

Injury, compensation for, not liable . . . S. 4 (5) (v). 

gratuity, exempted. (See Exemptions.) 

pensions in respect of, granted to naval, 

military or air forces, exempt . . P. 17 (28). ' 

Insurance, against loss of profit, premium, when 

an admissible deduction . . P. 58. 

against loss of rent, premium, wben an 
admissible deduction . . . . P. 44. 

Company, non-resident, assessment of R. 35, P. Ill, 141. 

policy, loss recoverable under, inad- 
missible P. 53. 

sum paid in commutation of, ex- 
empt S. 4 (5) (v). 

premia. (See allowances and exemp- 
tions.) 

premia, abatement on, may be allowed 
if claimed witbin' six months . , P. 73. 

premia payable in sterling, rate of con- 
version for purposes of abatement . P. 73. 

premia, private employer may give 

abatement for . . . . P. 73, 77. 

Society, Provident, interest on securi- 
ties of, when exempt . . . S. 4 (3) {iv), P. 23. 

Insurance company, assessment of . . . S. 69 (2) (a) (ii), P. 

141,R. 25—32,35. 

power of Central Board of Re- 
venue to make rules for . S. 59 (2) (a) (ii). 


Interest on arrear of rent of land, when liable 

on borrowed capital, allowed in assessing 
business 

on deposits in Post Office Savings Bank, 
exempt ...... 

on foreign debentures, when liable . 
on Government securities, held by Indian 
Chiefs and Princes, exempt 
on Government securities purchased 
through Post Office, exempt 
included in total income . 


P. 2. 


S. 10, (2) (Hi), P. 57. 

P. 17, ii. 

P.16. 


P. 17(8), 73. 

P. 18. 

P. 18- 
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Interest — contd. 


\ 


on Government of India Pro^ui^aorY IMuloa 
enfaced for payment in .KiU(vlauil, 
liable . ' . • . . . .1*. U). 


on Government of India Seenril iew, nx, 
emption from income-tax in ('('rtaiii 
cases. (See Exemptions.) 

on Government of India Scour i tics, in- 
come-tax payable on, unh'SH irisued or 
declared tax-free . . , , 

on Government of India SccuriticH, utijier- 
tax payable on, including lliow' IVce of 
income-tax ..... 

on Government of India Slerling Secu- 
rities, when liable .... 

on mortgages, allowed in aHceiiiiing pro- 
perty 

on partner’s capital, when an adniijiaiblo 
deduction ..... 


S. H, IVov. (/), S. :iti, 

H. H, dH (/), I'. 

I, '. Ki, 

S, b (I) UU), \\ -Id 
J>, r//. 


on refund of tax overpaid as a re/uj It of iJu? 
decision of High Coui-t 

on securities, certificate of deduction ol'tax 
furnished by banher .... 

on seemritie.?, certificate of dcductio/j ol' 
tax furnished by payir-g in- 

terest ...... 

on se cuxitleS; c en ! £ cate oi’ X;. ' c ,c c-'' / 
Omcer atitLori-jr.g j.on-ccdcctic;; c; de- 
duct:':!; of tax at a Jov/cr .'CV; 


S. W (Y), Ibov, 


i', 7d, 

id it Id i' 

Yd, 




V't. 
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Interest— co«cW. 

on tax-free seciiriti.-s, of Local Govern- 
ment, tax on, paid bj’ Local Govern- 
inent 

Invalid pensions, military, naval or air forces, ex- 

^ empb 

Investment Reserve Fund, of Insurance Company, 

treatment of amounts 
credited to 

Irrecoverable loan, when a permissible deduction 

(See Bad debts.) 

Jagirdar — assignment of land revenue to — not 
assessable ..... 
Judicial proceedings, proceedings before Commis- 
sioner, Assistant Commis- 
sioner and Income-tax 
OfScer are 

Land Revenue — 

assignment of— to Jagirdar not 
assessable .... 
on business premises, permis- 
sible deduction 

Leave allowances, paid in United Kingdom, when 

liable. (See Exemptions) 

Legacies, lump sums exempt .... 

Legal charges, when inadmissible in assessing pro- 
perty ..... 

Life Insurance Companies (see Insurance Com- 
panies, Insurance 
Society, Provident). 

Life Insnrarce Premia (see Insurance Premia). 

exemption of . 

claim to, evidence requir- 
ed . 

procedure when receipts 
produced subsequently 
deduction may be made 
by person paying 
salary (or claimed in 
assessee’s return) _ . 
exemption in case of 
Hindu Undivided Fa- 
mily 

included in total income 
for income-tax . 


S.8,Prov.(2),P. 39. 
P. 17 (28) & (29). 

R. 30, P. 141. 

P. 54. 

P. 2. 

S. 37. 

P. 2. 

S. 10 (2) (viii), P. 
62, 69. 

P. 38. 

P. 34, Illustration 
( 6 ). 

P. 42. 

S. 15 (7), 58, P.11, 
73. 

P. 73. 

P. 73. 

P. 73. 

S. 15 (2), P. 73. 

S. 15 (7), (2), (16) 
(7), P. 11. 
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life Insurance Premia — concld^ 

limit of of total in- 
come 

limitation, computation 
of period . 

responsibility of officer 
deducting tax at the 
source 

super-tax, not exempt 
from 

Iiimitation on proceedings to recover tax 

inapplicable in case of non-resident 

Loans — irrecoverable. (See Bad debts.) 

Local Authority, established by Governor- General 
in Council, income paid by, to 
British subject or servant of 
His Majesty in any part of 
India, liable 
return of employees by 

failui'e to furnish, prosecution 
for ..... 
Assistant Commissioner’s sanc- 
tion required 

Local Authorities, definition of . 

income of, exempt 
information regarding assess- 
ments not to be furnished to 

Local Government, agency rules regulating control 

of, over income-tax matters 
appeal to, by Assistant Com- 
missioner or Income-tax 
Officer, against order of dis- 
missal .... 

may direct that income-tax 
should be recovered with 
municipal tax or local rate, 
etc. .... 

recommendation of, to be con- 
sidered in appointing Com- 
missioner 

security issued tax-free by, in- 
terest on, income-tax pay- 
able by Local Government . 

Local rates, deduction inadmissible in assessing 
property ..... 

on business premises, deduction per- 
missible . . . ' . 


S. 15 (d),P. 11. 

P. 140. 

P. 73. 

S. 15 (I), 58, P. 73. 

S. 46 (7),P. 115. 

S. 42 (i), Prov., P. 
115. 


S. 7 (2), P. 1, 15, 37. 
S. 21, R. 17, P. 83. 

S. 51 (c). 

S. 53 (7). 

P. 8. 

S. 4 (3) {in). 

P. 129. 

P. 35 (ii). 

P. 35. 

S. 46 (6). 

S. 5 (3). 

S. 8 Prov. (2). 

S. 9 (1) (v), P. 42, 69. 

S. 10 (2) (vni),P.62 
69. 
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Loss of profit, insurance against premia vrlien an 

admissible detiuorion . . P. 5S 

Loss of ront, insurance against, premut when an 

admissible deduction . . p. 4^, 

Loss recoverable under insurance, inadmissible . P. 53. 

Loss, set-oif of. under one bead of income affamst 

another bead S. 24 (i), P. 94. 

in case of registered firm . . . . S. 24 (2). P, 72. 

loss under property inadmissible . . P. 40, 

where assessee is partner in more re-ristered 

firms than one . . . . P. 94. 

Losses, previous years* deduction inadmissible . P. 53. 

Lottery, prize in, not taxable . . . . P. 34, Illustration 

(2b 

Lunatic, liability of guardian or trustee . . S. 40, 41, P. lOS. 

indemnification of guardian ' . . S. 65. 

Machinery and Plant. (See Depreciation.) 

Magistrate, defined S. 2 (S). 


Marginal relief S. 17, P.75. 

how CO be calculated in conjunc- 
tion with deductions allowed 
under Section 16 . . . P. .75, 

unregistered firms — parmer of . P. 75. 

Marine Insurance. (See Insurance Companies.) 

Married women, separately assess^ible . . P. 136. 

Medical relief, included in Charitable purpose " S. 4 (o) ad fin. 
Mercantile basis of accountancy . . . . P. 13, 50. 

Military Cross, allowance attached to, exempt . P. 17 (7). 

Military forces, wound or injury pensious. (See 
Exemptions.) 


Minors, liability of guardians for 

indemnification of guardians . 
admission to the benefits of a pai'tnership. 

Legality of 

claim to refund in respect of his share in a 
pai'tnership on hehah ot . • • 

claim to set oif losses on hehali or . 


S. 40, 41, P. lOS. 
S. 65. 

P. 10. 

P. 116. 

P. 91.' 


Money-lending business, irrecoverable loan, admis- 
sible deduction 


P. 54 


Motor insurance. (See Insurance Comp^atuei.) 
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Mudilhagidars — pajments to. (See Deductions 
from taxable income inadmis- 
sible — ^partners’ capital, in- 
terest on.) 

Municipalities, included in “ Local authorities ” P. 8. 

Municipal taxes, deduction inadmissible in assess- 
ing property . . . S. 9 (i) (^;), P. 42, 69. 

on business premises, deduction 
admissible in assessing busi- 
ness S. 10 (2) {viii), P. 62, 

69. 

Mutual Benefit Societies, subscriptions to, when 

treated as borrowed capital . , . S. 10 (2) {Hi), Ex- 

planation, P.57. 

Mysore Durbar. (See Exemptions.) 

Naval forces, wound or injury pensions. (See Ex- 
emptions.) 

New business, assessment of . . . . P. 95, 

Non-residents, agent of, assessable , . . S. 42, 43, D. 110, 

111. 

agent of, decision of Income-tax 
Officer to treat a person as, re- 
vision petition to Commissioner 
before assessment . . . P. Ill (d). 

application of Act to, British sub- 
jects and persons in service of 
Government or local authority in 
dominions of Princes and Chiefs 

in India S. 1 (2), 7 (2), P. 1,. 

37. 

arrears when recoverable from 
" assets of . . . . . S. 42 (7), Prov., P. 

115. 

no limitation oh recovery . . P.115, 

business connection in British India, 
assessment of profits and gains of 
non-residents from . . . S. 42 (7), (2), P. 33, 

34, P. 15, 110, 
111. 

casual agents of non-residents . P. Ill (d). 
consignment business . . . P. Ill (c) 

dividing societies, income how cal- 
culated . . . . . B. 31. 

foreign' subjects — refunds not ad- 
missible . . . • . S. 48 (5), P. 116. 

income accruing or arising or deem- 
ed to accrue or arise in British 
. India to, taxable . . . S. 4 (7), P. 15. 

income of, other than income from 

business . . • . P. 110. 

Indian agents of non-resident firms P. Ill (c) & (d). 
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I^on-iesidenfs — cor-.d'l. 

orsucii^s or Hcn-r-sfd'^iir 


Indian crnis allied to 
dnnis 


nc-n-rcsfdriit 


J> m T> qo 

— - J-.j. , j.j. 


P. Ill ^5;. 


insurance comuanfes. T^d-^-n 
branches of . . . 


. E. 3-5, P. lil /aj. 


scutes to persons resident in 
Srttisn in‘'L:a: urhen not liable 

P'O ~ers 01 Central Beard or Eerenne 

ZC.^'ZT C'^ 


J:'. 1-5. 

■O . T 


?. 5& '2> c} iff;. 


5. 42 . ib E. 33, ?. 
15. ill. 


salaries or British Subjects cn sen- 

but outside British India; rrhen 
chargeable .... 
sliipping companies, Indian branch- 
es of . 

sitipping. cc-c-asional — 

iiaoiiitjr to tax os ... 

deemed to carry on etisiness 
in British India 
port clearance not to be grant- 
ed until tax paid . . le. 44-B. 

nrodts and. gains hotr to be de- 

-- c / f -p 

_ r>_ -- ■— - Fj- 


s. 42 '5;, ?. 111. 

S. 7 2i; p- 1, 1-5, 37. 
B. 33, P. Ill ia . 

S. 44 :c]. 

■p ~TX 


hoh-itcSici^iiu ox 

siL^exoId^r- resfde-o abroad; ifacd- 
litn of -orincipal omcer of eem- 
nax-T to deduct stmer-tax trom 

to be gixen for. tn assessing 
agent . - - • _ • 

admissible deducticn 


S. -57 '2;, P. 131. 


-57 2 -P. 13i. 


S. -57 131. 

p. es. 
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Notice of demand . . . ’ . 

Notices, service of 

Obsolescence. (See Allowances.) 

dfiences (see Prosecution.) 

power of Assi.siant Commissioner to com- 
pound ...... 

Officer(s) [see Government OiViCer(s)j. 

Official trustee, liability of, for tax 

indemnitication of . . . 

Order of British India, allowance .attached to, 

exempt 

Orphan, minor— Pension of. (See Pensions of 
minor orphan.) 

Other sources (See Allowances, Deductions from 
taxable income, Exemptions). 

assessment of income from . 

examination fees included under . 

income of lessee from lease-hold 
property, as.sossablo under 

language rewards included under . 

vacant lands, rentals of, taxable 
under ..... 

owner or charterer of a ship residing 
out of British India, liability of 

“ Paid ” meaning of . 

Partners (see Allowances, Deductions from tax- 
able income, Firms). 

definition of ‘ ijartner ’ and ‘ 
shij) 

Penalty (see Prosecution). 

imposition of, in the course of proceedings 
- under section 34 ... . 

Penalty for concealment of income 

notice to assessee before imposition 
prosecution on same facts, barred 

Penalty for default, Income-tax officer may im- 
pose . . ■ . 

recovery of ... 
limitation on amount . 
power to enhance 

Penalty for failure to deduct.tax, jicrsonal liability. 


S. 29, R. 20, P. 100 
S. C3,P. 127. 


S. 53 (2), P. 74, 128 

S. 41, P. 108. 

S. 65. 

P. 17 (7). 


S. 12 (7), P. 40. 
P. 30. 

P. 40. 

P. 36. 

P. 40. 

S. 44-A to 44-C. 
S. 10 (."), P. 50. 


S. 2 {6- A). 


P. 87. 

S. 28 (7), P. 86, 87. 
S. 28 {3). 

S. 28 (7), P. 87. 

S. 46 (7), P. 115. 

S. 47, P. 115. . 

S. 46 {1-A). 

S. 46 {1-A). 

S. 18 (7), P. 76. 
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Penalty for failure to give notice of discontinuance 
of business 

* * • • • 

Penalty for improper distribution of profits 

notice to assessee before imposition 
prosecution on same fact, barred 
Pension, included in ‘‘ salaries ” 

Pensions (see “ Allowances,” “ Deductions from 
taxable income,” “ Exemptions ”). 

Pensions of minor orphan, paid to his mother or 
guardian not to be included in the taxable 
income of the mother or guardian 

Pensions of officers lent to Indian States, liable 
Pensions paid in United Kingdom, when liable 


Permanent settlement, question whether this ex- 
empts from tax non-agricultural income from 
permanently settled laud .... 

Perquisites, included in salaries ” 


S. 25 (2), P. 96. 
S. 28 (2), P. 86, 
S. 28 (3). 

S. 28 (d), P. 87. 
S. 7 (i), P. 36. 


87. 


P. 136. 

P. 37. 

P. 38. (See Exemp- 
tions). 


P. 2. 

S. 7 (J), P. 


36. 


or benefits, not convertible into 
money, when exempt ... . P. 33. 

rent-free furnished quarters, value 
not to be split into component 
parts ...... P. 33. 


special, for specific purpose, when 
exempt . ... . 

“ Person ” defined ...... 

Person, includes Hindu Undivided Eamily . 
Personal expenses, deduction inadmissible . 

Place of assessment 


S. 4 (3) (vi), P. 33. 
P. 3. 

S. 2 (9). 

P. 53. 

S. 64 (i), (2), (3), P. 
138. 


Plant (see “ depreciation/’ “ repairs ” under 
“ Allowances in assessing business ”). 


Plant, includes shafts, sidings and tramways in 
coal mines ....•• 
Poor, relief of, included in “ charitable purposes ” 
“ Post ” means “ Registered post ” . 

Post, notices may be served by . . . 

Post Office, Cash Certificates (see Exemptions). 

Government securities purchased 
through (see Exemptions). 

Savings Rank (see Exemptions). 
Postponement of collection (see Recovery of tax). 
Premium for settlement of waste lands, etc., not 
liable ...••• 
for transfer of holdings, liable 


P. 59. 

S. 4 {3) ad fin. 
P. 137. 

P. 137. 


P. 2. 
P. 2. 


/ 
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Premium— concUL 

insurance (rcc Alluv. aliens, ICxeinptiuns, 

Inaurance). 

on issue ofsliau .s, not . . l\ CA). 

on redemption of (Uivernnient loan iujI 
taxable ...... P. 34, lllu.'.tratiou 

(•!)• 

“ Prescribed,’' mcainng of S, 2 [lO). 

Presents, expenditure on, inadmi.-^-iM.* a-, a ii< due- 

tion F. 53. 

“Previous publicaiioii,*' nu.un'n!-' of . , F, 133. 

“ Previous year,” dediKd 8. 2 (ii), F, U. 

a.-M-.-.M-e':' option in reg.ud to . S. 2 (ii) («), F. d. 

reuriaitm on . . . ii. 2 (ii) («), i»rov., 

F. 0. 

different vi .11 ■'adopted for diiler- 
ent ^eet ion*' or ebi'-'cs of f)u>i- 
l.err' • . . . X.o. 

power of Central lio.ird of 

Keveiuie totleelare . .S. 2 (ii) (h), F, 5. 

dele^pst ion ofpowertuConi. 

mi.'.-ioner.s . , . F. G. 

extent of delegation . . F. G. 

power of [acoiue-t.i.x Officer in 

rec.ird to ehantre of . . .S'. 2 (ii) («), Frov., 

F. G. 

temporary eliange of . . F. G, 

“Principal Officer ” of company, etc., dcGncd . .S. 2 (72), F. 7. 

cert ifiC'ile of p.pvnient of tax 
on prodt.-, to be furni.'lied 
ijv . . . . S. 2U, R. 14. F. 82, 

IIG. 

^nbmi^^ion i>f return.-j of pay- 
ment. -.of dividend to.sliare- 
iioldeis . . . S. 19-A. 

pro.'ccutiun for failure to 

furni.*-!! . . . S.ol{b). 

return of emidoyeca by . S. 21, 11. lo, P. S3. 
j)ro.';ecution for fuiJuro to 

funii>h . . . S. 51 (c). 

return of income by . . S. 22 (2), B. 18, P.84, 

failure to furnish, pro.secu- 
tion for . . . S. 51 (c), P. 84, 86. 

forfeitureofrightofappeal S. 30 (I), Prov., P. 

86. 

power of Income-tax 
Officer to extend time 
for . . , S. 22 (i), Prov. 
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Principal place oi business, clctcTmiiiation of 

Private employer, dtdiu ticii of (ax by, froui 
‘‘’alarifS 

Professional earnings, of . 

expenditure allowable 

personal expenditure, not 
allowable 

Professional fees, paitl outside British India, when 
liable 

Profits, book, when inehided in income 

Promissory Notes, Goveimnent of India, enfaced 
for payment in England, interest on, liable 

Property, assessment of (see Allow'anees in assess- 
ing property) .... 

no set-otr of loss under, allowed 

allowances in assessing, method of cal- 
culating ..... 


S- 61 (1), (2), 

138. 

S. 18 (2), P. 36, 77. 
S. 11 (7), P.50. 

S. 11 (2), P. 69. 

S. 11 (2). 

S. 11 (3), P. 15. 

P. 50. 

P. 16. 

S. 9 (1). 

S. 9 (7), Prov., P, 
49. 

P. 42. 


annual value defined 

differs from actual rent 

limit of 10 per cent, of “ total 
income ” .... 

“ total income ” defined 
business ijremiscs, not included in 
collection charges, maximum 

reduction in case of vacancies . 
deduction allowed for unrealised rents . 

evidence requhed to support claim for 
allowmiices ..... 


S. 9 (2), P. 41. 
P. 41. 


S. 9 (2), P. 41. 

P. 41. 

P. 40. 

S. 9 (7) (vi), R. 7, 
P. 46. 

S. 9 (7) (vii), P. 48. 
P. 17 (37), 47. 

P. 43, 46. 


lands not attached to buildings, not 

included under . . . . P. 40. 

lease-hold property, lessee’s income 
from, chargeable under “ other 
sources” ..... P.40. 


legal expenses incurred in recovering 
rents, allowance for ... 
loss of rent, insurance premia, when 
allowed ..... 

unrealised rents, allowance for 
vacancies, allowance for 

claims only admissible in respect of 
property usually let . 

vacant lands, rent of, taxable undei 
other sources ” . 


P. 46. 

P. 44. 

P. 17 (37), 46. 

S. 9 (7) {vii), P. 4S. 

P. 48. 

P. 40. 
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Proprietors (sec roforeiu'es to “Parhiors” undm* 

“ Allowaiu'cs,” “ Bt'ductinns iVoni tasiiblc in- 
come, " inadmissible, “ Firms ”). 

Prosecution for disclosure of inbu niation 1)\’ public 

servant . . . . . S. 5-1 (11), P. 9, 120. 

Commissioner’s sanction ie{]uircd S. 51 (.?), Prov. 

exceptions . , . . S, 51 (2), Prov. 

for failure to deduct tax i»r arrears of 

tax . . . . . . S. 51 {a], 

for failure to furnish eenifieate of de- 
duetiou of tax from salaries or in- 
terest . . . . . iS. 51 (6). 

fur failure to furnisik ci-rtifu-ate of pay- 
ment of tax on the piadits of com- 
pany . . . . . . y. 51 {h). 

for failure to ”iant inspection of re- 
gister of imunbers of company, etc. H, 51 (c). 

for failure to make return of em- 
ployees . . . . . y. 51 (c), 

for failnre to make r<-turn of income . 8.51 (c), P. St). 

for failure to make return of members 

oflirui or Hindu Undivided Pumily 8,51 (c). 

for failure to make return of names 
and addresses of benelieiaries , 8. 51 (c). 

for failure to i)ioduce accounts or do- 
cuments . . . . . S. 51 (d), P. SS. 

for false statement , . . . 8. 52, P. S7, 101. 

Assi.stuut Commissioner to direct 
prosecutions as above {S. 51 and 
52) S. 53 {I), P. 87, 128. 

stay of, by Assistant Commissioner S. 53 (2), P. 128. 
Provident Funds—- 

accumulated balance of ... S. 4 (3) (y), P, 23. 

contributions to . . . . . 8. 15 (7). 

included in total income . . . S. IG (7), P. 11. 

limit of one-sixtli of total income . S. 15 (3). 

exemptions, scope of . . . . S. 4 (3) (iv), P. 23, 

32. 

interest on securities of . . . . S. 4 (3) (iv), P. 23. 

private contributions to, by emijloycrs, 
when admissible . . . . P. G4. 

eligible for refund . . . . P. 3. 

exemptions do not apply to . . P. 23. 


X 
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Provident Funds~co«c7</. 

not to bo fliroctly a-'.-f.-.-L-d to ini oiiii-- 
tax or supor-tax . . , . P. 

Eailway, gratuity paid from, cx.-mpt from 

income-tax . , . \ . 1 \ 17 / ), 

Ftccognised, accordiiig or withdro.-.v.d of 

recognition .... tj. oS-lJ. P. I’r. 

accounts of . . . . S. os-I, 1* ; 

accumulated b.il.uicc of, pay- 
ment to employees di-eonii- 
nuing participation . . S. , 1 j ^ • 


•Jfi. 


accumulated .-inbccriptii n-. of 
tund tran.-«fcrrcd by employ- 
er to tru.-^tee, treatment ot . S. r>s- K . i*. ill 


, .S. .os-t', P. 
. S. .0-11 
. S . o s . . 

. S. bs-i ■,( / j oi • P 
. J*. I'l;. 


coiulitions of recognition 
deduction of tax at .'•oiiii i 
detinition 
forfeitures in 
funds, inve.Timent of 

incotne receiveii by truili i > oi. 

beljaif of . . . . » i 'J (• M- 

incume-tax e<<nci --don ' . P. 

inten-.it on inve.-tni' lit.’ ol . S. i . P 
principal jda< e ut bn on' on* 




.Tide iJriliTh Indi-'- 




pO-CT of . . . • ^ 


.'-.ecurili' •> in . 

Public Servant, dctiniiicn of 


. P. li b 
. S. H • i . I, i' 1’ 


di.-clo,ure of info: niatii'ii by. ('n 
.;e<.iition 

indi-mnili'Mtion ot, tor a* t < 
n'ood l.iith 

Public utility, obj-.'t . of. in. imi- d us *• < ii 

purpo, ■ -> " 

Railway tuimuu'-ilrauou, n. m.. t;- - i 

information Isons 

Railway hooka. r ot u.' ■ i..- -t . - -“'i > 


P I . 


ns 


.o 




C ill l-‘r 

Railway Provident Fuisd ' - • I’ '-.l 
Railway^-. ... * i-i- nt -i! * 

■ I ' ' 

J.’ »» .«* 


t It , * ► 


1 
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Railways - cnnchL 

rolliii" .stook, dopn'ciution on, iimdini.s- 

. . . • . . , V. 59. 

inrrrc.st unanintord hy Sfrichiry ol'iSlutc 
and payuhlo in Himland- -not liuhk- . P. 15, 

Rate of Exchange, conviTsion of .^torlinij ])rolit.H 55. 

Rate of tax, Tndian. nii-nniiu' of . . . S. M) ('i) (6). 

Rates of tax Kin. A.d. 

j^owor of riovcrnor (IciK’ral (o n-ducc 8, (iO, P. 17, 18. 

Rations- - 

ii-iucd in kind, v.iluo of, to Milil.'uy oilicor.s, 

('Xfini)r . . . . ’ . . 1*. 17 (.'10). 

money .allowanc'e.-? jtuid in lieu of, fxemjjt. P. 17 (50). 

Receipt to be granted for tax paid . . ,8, (j2. 

Receipts, casual, wlu-n i-.xfinpfc . . . S. -i (-'J) (vit), 3 1. 

t'X!impK-5 . . . . P. 51. 

Receiver, liability of. to p.iy tax . . . 8. 11,1'. 108. 

indemnification of . . . , . 8. 05. 

Receiver of rent in kind, sale of protlm-e by, in- 
come from, exempt . P. Lb 

Records, income-tax, (fivil Court not to call for . .S. 51 (J). 

Recovery of penalties 8. 17, P.115. 

Recovery of tax, arrear.-i of tax .... 8. -15, P. 115. 

deduction of, from salary . 8. 15 (5), P. 115. 

deduction at .lource no bar to 

other methods of . . 8.18(5'), 

limitation for .... 8.12 (/), Prov., 8, 

15 (7). 

inapplicable in t-a.-e of noji-rc-'i- 

fhmt . . . . . .8 12 (/), Pro"., P. 

1)5. 

non-resident, recovery from 

a.-.sct.s . . . ‘ . .8. -12 (/). 

non-resident .shareholder.‘^, super- 
tax, liability of principal officer 
of company . . . S. 57 (2), P. 151. 

non-resident, .super-tax liability 
of felIo'.v partners in registered 
firm . . - - . 8. 57 (7), P. 131. 

perifdty for default . . .8. 45 (J). 

promptitude in, importanre of . P-11.5, 

suspension of, pending appeal, 

fliscretional ... - 8- 4o, Pro.., P. Xlo. 

oendin*''’ statement to High 

Cemrr, forbidden . . .8. 6G 17), P. 115. 

-3^2:. Vi'hen navnble . - - S. 4o, P. ll-o. 
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Rectification of mistakes 

assessee to be heard when assessment enhanc- 
ed 

evidence — fresh not admissible . 

review, no general power of . . , 

Redemption of Government loan, premium on, not 
liable ’ . 

Reference to High Court (see High Court). 

refund of fee deposited by apxjlicant for refer- 
ence to High Court - , . , 

Reference to Board of Referees .... 
Refund, application for 

limitation ..... 

• personal presentation unnecessary . 
right of agents of non-residents to ajiply 
to Roreign subjects — inadmissible . 
to non-residents — total income 
to owner of security . . . ... 

in Indian States .... 
to partner in registered firm 

to person assessed on salary . 
residents of, Indian States, where pay- 
able ...... 

to shareholder in company . 

when amount of dividends distributed 
exceeds total profits of a company, 
how calculated .... 

Refunds, limitation ...... 

partially-taxed profits of companies — 
dividends paid out of 

tax free securities — dividends paid by 
company from interest on 

to be obviated ..... 

Regimental Hess or Band Fund, compulsory sub- 
scriptions to, exempt 

Registered Firm (see Firm, Registered). 

Relief (see “ Allowances,” “ Deductions from tax- 
able income,” Double income-tax,” “Ex- 
emptions.”) 

Relief, marginal ....*• 
medical, included in charitable purposes . 
of poor, included in charitable purposes . 


S. .35, P. lOfi. 


S. 35, Prov. 
P. 106. 

P. 106. 


P. 34, Illustration 
(4). 


S. 66 (2). Prov. 

S. 33-A. > 

R. 36—40, P. 116, 

s. 50, p. no. 

R. 40, P. 116. 
P,l]6. 

S. 48 (5), P. 116. 

s. 48 (4), p. no. 

S. 48 (. 3 ), R. 37, 38. 

P. 11,76, 78, lie. 
P. 78. 

S.48(2),P. 10,11, 
71, 04, no. 

S. 48 (3), P. 76. 

p. 78, no. 

S. 48 (2), R. 37, 38. 
P. 11,82, 116. 


p. no. 
s. .5o,p. no. 


P. 2. 


P. 1 10. 

P.71, 70, 78, 116. 


P. 17 (6). 


S. 17, P. 7 . 7 . 

S. 4 (3) ad fin. 
S. d (3) ad fin. 
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p 


Religious or charitable institutions n„ 

<rii:,ts “ Exemptions " «• 
tunons, j)urpoM\s aiui (rusts *’) > 

Rout (s,.,. Allow, „KV,S in 
Eciilalvaluo (.w, •• )• 

Rental value, os hu'.in, .^ itn-mi • • 

<it'iluelion _ ’ »na<imi.^.,il,|,. 

Rent-free reaiUe„ce.s, f.,r„W„ ' '' •■•'*■ 

foeompo„em.p..,r|,-, 

rj . tuxubl,. " 

Rent-i,'.'rou„,|, ,s... ■■ .vil,„v,,„,,, w, , . ' 

Reiit-isi-kincl. - jl,. ,,f j 

(•\. jii|j: . _ * I'teUi'rol, 

Reals an;i Roy.illios, .ainine, \,f j,' 

Ee.iuisilion • ^ ‘ ^ 

Reseras.fnrl ,i,M, K, ,,,,,, 

‘ ■' ’ pforident tunds* 

‘■V ’“"'^•'^••‘’iimsj)l.ieed (o* 

_ - <!n; • -uili- d( (iiii'tion . ' 

dmtn ei.ition orsecu'ritEs' ^ '‘*- 

. -’na nl.io (hohy insunuieeCom.’ 

_ !' ..(iim-'-ililc (lidijction p 

I-r niA xyiu d ri.!:s, or outstandim, Im-’ 
uua placvfi to by lasiuvuico 
- ’••! ->y, si. ated as expenditure . I? 90 , 

Return, ofemp', .... “ 0 , P. Mi. 


pr<i ' ’/a a tor faihne (u furnish 

to ’.t'ii' '1 i ! 0 i '• iii.!i|e 

Return oi Income - 

Ajip'-.i! .ij refu-al to make . 
by je-r on -('her than company 

by jirineijia! oiiic-r of company 
I’aihire to finn! -li, ba.ds of as'-essinent 

• > . . .1 


S. 21 , Jo — 17 p 

S. 51 (c). 

P. S3. 

S. 30 (/), p gy 
JO, P, 

S-22(i),R.i8 p g^ 

S. 23 (.J), 


fam (dl.tiion and n-a.-'cs-mcnt when cause 

alioun S. 27, P. 86_ 

forfeit ui-' of riubt (jf appeal . • ■ S. 30 (7), pi-Q^ p 

So, 99. 

penalty ^’-23 (4), 

prosecuiioa for . . • • R- 

.Rak-c return, penally for 


\ 


S. ‘ 
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Return of Income 

pi'o.-ccution for ^ 


and ponnlty on same’ factl 


.'.•t/n-h'on of A.sHiatnnfc Commissioner of In- 
for prosecution 


S. 52, P. 87, 101. 

S. 28 fi), ProK 2, P 
87. 


Ol^-y „„ r„co,„..Ux- Officer to c,.n for S. 22 '(2,, P, 86. 

I * • • • S. 22(5). 

wlien not valid . -r^ „ 

to in.spcet or require copies of , , P 85 

Rcturns.assesseeliimselforadulyauthorizedner* 

•son miKst siLm . . ^ . . P 90 

incoine-tux officials should assist a.sscssee 

• • . . .P.86. 

Review. Commissioner’s powers of . . . g. 33^ p 35 

as.-esseo’s right to he heard . . S. 33 (2), Prov. 

limitation 

Commissioner’s power to order further 
enquiry by subordinate officer . S. 33 (2), P 104 
Commissioner’s power to reduce part- 
ners' assessment when firm’s assess- 
ment is reduced , . . . P. 104 

fneome-tax Officer has not general power 

35, P. 106. 

Rewards, language examinations — when exempt . P. 36, 

Rules, [lower of Central Board of Revenue to 

S. 59, P. 35 (i), 133. 

Salamis (premium for recognition of transfer of ’ 

holding), not exempt . . . . . P. 2. 

Salaries (see deduction of income-tax,” “ exemp- 
tions,” “ refunds ”). 

definition of S. 7 (I), P. 33, 36. 

earned outside India, when taxable . P. 37. 


examination fees, when not taxable 

under P. 36. 

Government pleaders’ fees (other than 

retaining fees) not taxable under . P. 36. 

income from, included in income of year 

in which received . . . . P, 36. 

language rewards, when not taxable 

under . . . . . P. 36. 
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Salaries — conctd. 

of officers lent to and paid by Indian 

States when liable . . . . P. 37. 

paid annually — method of taxation . P.74. 

paid in United Kingdom when exempt . P. 38. 

paid outside British India, in India when 

liable S. 7 (,2), P. 1, 37. 

partner’s not admissible deduction . P. 53. 

Provident Fund (private) payments to 
employees on retirement from, when 
not taxable at source . , . P. 36. 

Provident Funds, recognised, interpreta- 
tion of— for purposes of . . , S. 58-F (1), P. 29. 

Sterling overseas pay drawn in the 

United Kingdom, when taxable . P. 76. 

withheld under Court’s order, taxable . P. 36. 

Scholarships, exempt (see ‘‘ Exemptions ”) . . P. 17 (5), 20. 

Securities (see “Deduction of income-tax,” “ ex- 
emptions,” “interest,” “refunds”). 

' appreciation of, treated as income to 

insurance company . . . R. 30. 

certificate by Income-tax Officer autho- 
rising non-deduction, or deduction at 
lower rate . . . . . P. 78. 

depreciation or loss on . . . P. 59. 

sums placed to reserve for or written 
off by Insurance company, ad- 
missible deductions . . . R. 30. 

interest on loan for purchase of, per- 
missible deduction, when . . P. 39. 

interest on tax free, included in total in- 
come . . . . . . S. 16 (1), P. 39. 

meaning of ..... P. 32, 39. 

Securities and shares, forming part of capital, 

appreciation or depre- 
ciation of, not taken 
into account in calculat- 
ing income . . . P. 59. 

profit on sale of, forming 
part of reserve, not tax- 
able . . . P. 59. 

profits of speculation in, 
taxable . . . P. 59. 
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Secui-ities luid Shares-co/icvJ. 

Co-operative Societies, loss 
under any head of in- 
come that is exempt 
irom tax against any 
head of income that is 
not so exempt 

Set.oa,<l,procuuion in exco.3 of profits, ho^r to 
_ue aclj listed . , - 

income from* 

taxable and tax-tree securities 

oHossm business —income from dividends 
ot Io« under one head of income against 
proht under another . . ? 

property no set off, of loss under . 

securities or shares — interest on borrowed 
money invested in — -excess of over inter- 
est or dividend received— other taxable 

mcomo . -n 

. f’, 

Sefc-oS o£ tax, as alternative to refund, to persons 
assessed on salaries, and owners of securities P 
Shaitsinmines, depreciation on . . . p. 

Shareholder (see Dividend). 

Shares, cost of issuing, not admissible as business 

expense p 

premia on issue of, not liable to tax . p. 

Shares and securities (see Speculation). 

Sh ping ccmpanies, assessment of . . . S.- 


P. IS. 

P. 59. 

P. 39. 

P. 59. 

S. 24, P. 94. 

S. 9(4), Prov., P.49. 


P. 94. 

P. 76, 7S, 116. 
P. 59. 


P. 66. 
P. 66. 


British — assessment of . 
depreciation 

Shipping, occasional- 

liability to tax of .... . 

owner or charterer when to be deemed to 
carry on business in British India 
port clearance not to be granted until tax 
paid 

Profits and gains how to be determined 

Sidings in Mines, depreciation on . . . 

Societies anon 3 mies 

Speculation, in ho use property, profits assessable . 

in shares and securities, profits assess- 
able ..... 

Statement of case (see High Court). 


S.42 (I), B. 33, P 
111 (i) (a). 

P. 113. 

P. 112. 


. P. 114. 

S. 44-B. 

S. 44-B. 

P. 59. 

P. 4. 

P. 34, Illustration 

(D- 

P. 59. 
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Stay oi prosecution by Assistant Commissioner . 

Stay ol recovery o!tax (seo “ Ttecover}' of tax, sus- 
pension of”). 

Sterling Companies, profits of, conversion method 

Sterling debentures, interest on, when liable 

Sterling securities, Govommeut of India, interest 
on, when liable ..... 

Succession to business ..... 

assessment of income that has escaped in the 
hands of the predecessor .... 

Sugar, manufacture of, profits of, taxable . 

Superannuation Funds, employers, contributions 
to, when an admissible deduction 

Superannuation Reserves, sums placed to, when an 
admissible deduction .... 

Super-tax, allowances admissible for super-tax (see 
Allowances). 

chargeable on income of individual, 
Hindu Undivided Family, company, 
unregistered firm or othcrassooiation 
not being a registered firm 
companies, taxable at flat rate . 
exemptions from income-tax applicable 
to super-tax (see Exemjjtions). 
exemptions from income-tax inappli- 
cable to super-tax (see Exemptions), 
firms, registered, not liable 
partners in, liable .... 

partners, non-resident, liability of re- 
sident partners for tax due on 
share of .... . 

credit to be given for tax so deducted, 
in assessing agent .... 

■ liability restricted to tax on share 
firms, unregistered, liable as indivi- 
duals 

partners liable if firm not taxed 

partners not liable if firm taxed 

Hindu Undivided Family, taxed as in- 
dividual member not taxable on share 
whether family taxed or not 

shareholders in companies, liable on 
dividends .... 


vS. o3 (2), P. 128. 


P. 05. 
P. 10. 


P.IO. 

S. 20, P. 96, 97. 

P. 98. 

P. 2. 


P. 01. 


P. Oi. 


S.55, P. 10, 11, 130. 
Fin. Act, P. 130. 


vS.55,P. 10 (iv). 130. 
S. U(2)(6), 58 (7), 
P. 10 (iv), 130. 


S. 57 (J), P. 131. 

S. 57 (3). 

S. .57 (7), P. 131. 

S. 55, P. 10 (iv), 130. 

S. 55, Piov., P, 70, 
130. 

S. 55, Prov., P. 
10 (iv), 130. 


S. 14 (7), 16 (7), 60, 
P. 11, 70, 130. 

S. 14 (2), 56, 58 (7), 
P. 130. 
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Super-tax — concld. 

principal otficer of company to deduct 
tax on diviviend of non-resident 

credit to be piveii for sum so deducted 
in assessing agent .... 
refund not admissible 

tax, inadmissible deduction from tax- 
able income 

tax, p.ayable direct, not by deduction 
(except in the case of non-resident 
shareholder and on pa:?ments_ of 
accummulated balances of recognised 
provident funds to employees) 


total income, defined .... 
Suspension of collection (see ‘‘ Eecovery of tax, 

suspension of”). 

Tax (see “ AUovrances,” “ Deductions from tax,’* 
Double income-tax). 

Tax-free securities (see “ Securities ”). 


profits from the manufacture of, taxable 
■^ 2 ,sable profits — bcu" to be determined . 

Total income, definition of, for income-tax 

for refunds, non-resi- 
dents • • 

for super-tax . 


Trade Commissioners in India, salary of, exempt . 
Tramp steamers (see “ Shipping, Occasional”). 

Tramways, Electric, depreciation on . 

Tramways (other than electric tramway), assess- 
ment of, allowances- depreciation, obsoles- 
cence, repairs- actual expenditure- option to 
substitute 


Tramways in mines, depreciation on - 

Treasury bills, tax not deducted from yield of 


Trustee, liability of, for beneficiary . 

indemnification of - • - • 

Biay be caUed on to furnish list of benefi- 
ciaries . ^ • . , ■ , ' , ' 

(official) . (See Official Trustee.) 

Ttasis (see Charitable matitution-s Charitable put- 
■poses) • • * * ' 


S. 57 (2), P. 131. 

S. 57 (5). 

3. 4S (i), 5S (J), P, 
130. 

P. 53. 


S. 57 (2). 5S (2), 58- 
H, P. 11. 

3. 56, P. 11, 130. 


P. 2. 

E. 24, P. 2. 

S.2(15), 16, P.11- 

S. 48 (4), P. 116. 

S. 56, P. 11, 130. 

P. 17. 

P. 59. 


P. 20, 59. 

P. 59. 

P. 34, Illustration 
(4), 77. 

S. 40, P. lOS, 109. 

S. 65. 

S. 38. 

P. 21. 
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Trusts, mixed, enquiry into application of inconu' 

proportion of expenflcB of nuinnp'i-. 
ment allowable 

Turn-over, assessment on basis of percentage on 

Unexpired risks, sums placed to reserve for, by 
Insurance Company, treated as Expe/idi- 
ture 

United Kingdom, income-tax paid in, deduct/on i/i- 

admissible - . , , 

income-tax, meaning of, and ex- 
cess profits duty , 


United Kingdom ineome-taz, relief in 
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